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EXPANSION OF PROCESSED AND HIGH-VALUE 
AGRICULTURAL EXPORTS AND EMPLOYMENT 
OPPORTUNITIES ACT OF 1992 



TUESDAY, JULY 28, 1992 

House of Representatives, 
Subcommittee on Department Operations, 

Research, and Foreign Agriculture, 

Committee on Agriculture, 

Washington, DC. 
The subcommittee met, pursuant to call, at 9:35 a.m., in room 
1300, Longworth House Office Building, Hon. Charlie Rose (chair- 
man of the subcommittee) presiding. 

Present: Representatives Jontz, Dooley, Kopetski, Sarpalius, Rob- 
erts, Gunderson, AUard, and Ewing. 

Also present: Representative Tom Coleman, ranking minority 
member of the committee. Representatives Penny, Johnson, and 
Nussle, members of the committee, and Representative Grandy. 

Staff present: Joseph Muldoon, associate counsel, Dennis E. Lam- 
bert, minority staff director; John E. Hogan, minority counsel; 
Glenda L. Temple, clerk; Keith Pitts, Howard Conley, Anita R. 
Brown, James A. Davis, David Ebersole, Dale Moore, and Lynn 
Gallagher. 

OPENING STATEMENT OF HON. CHARLIE ROSE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Rose. The subcommittee will please come to order. I want to 
thank everyone for attending today's hearing on H.R. 4279, a bill to 
enhance the competitiveness of U.S. processed and high-value agri- 
cultural products at export markets. This hearing is a follow-up of 
our June 1991 hearing, at which we received testimony, concerning 
the HVP export targets for the Export Enhancement Program and 
the development of an overall USDA trade strategy established in 
the 1990 farm bill. 

Today, neither the 25 percent EEP target nor the 3-year traAe 
strategy have been delivered as promised by USDA during last 
year's hearing. My colleagues and I will certainly want an account 
as to why the current requirements under U.S. law are not being 
met. 

A second purpose is to revisit the costing issue that was brought 
up during the full committees's consideration of the Freedom Sup- 
port Act of 1992, as many of you know, a modified version of H.R. 
4279 was amended to section 702 of the aid package to the coun- 
tries of the former Soviet Union. At the time of the markup, the 
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Congressional Budget Office estimated the bud^etaiy cost of H.R. 
4279 to be $55 million in fiscal year 1993 and $30 million for fiscal 
year 1994. Although we all support boosting HVP exports, I think 
it is safe to say that it is prudent to better research these estimates 
£md to make appropriate changes if necessary before we push this 
legislation ahead. 
[H.R. 4279 follows:] 
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H.R.4279 



To enhance the competitiveiiesa of United States processed and hi^-value 
agricultural products in export maitets and expand domestic employment 
opportunities. 



IN THE HOUSE OP REPRESENTATIVES 
February 20, 1992 
Mr. Coleman of Missouri (fbr himself, Mr. Penny, Mr. Boehner, Mr. Em- 
erson, Mr. Qlickman, Mr. OUKDBRBON, Mr. JOHNSON of Sottth Da- 
kota, Mr. Naole, Mr. NussLE, Mr. Boberts, Mr. Orandy, Mr. Jef- 
ferson, Ma. Kaptub, and Mr. Weber} introdnced the following bill; 
irtiich was referred to the Committee on Agriculture 



A BILL 

To enhance the competitiveness of United States processed 
and hi^-valae agricultural products in export markets 
and expand domestic employment opportunities. 

1 Be it enacted by the Senate and House of Eepresenta- 

2 tives cffke United States of America in Congress assembled, 

3 That this bill may be cited as the "Expansion of Processed 

4 and High-Value Agricultural Exports and Employment 

5 Opportunities Act of 1992". 
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1 to promote the export of processed agricultural products 

2 and high-value agricultural products.". 

3 (d) Processed and High-Value Agbicultural 

4 Product Export Enhancement Program. — Section 

5 301 of such Act (7 U.S.C. 5651) is amended— 

6 (1) in subsection (a), by inserting ", including 

7 processed agricultural products and high-value agri- 

8 cultural products," after "agricultural commodities"; 

9 and 

10 (2) in subsection (e), by inserting the para- 

11 graph designation and heading "(1) In General. — 

12 " after "(e) Funding Levels. — ", and adding the 

13 following new paragraph: 

14 "(2) Set-Asides— For each fiscal year, the Cor- 

15 poration shall ensure that, to the extent practicable, 75 

16 percent of the total funds available under this section, (or 

17 75 percent of the value of any commodities employed) are 

18 expended to promote the export of bulk or raw United 

19 States agricultural commodities and that, to the extent 

20 practicable, 25 percent of such funds (or 25 percent of 

21 llie viihie of any commodities employed) are expended to 

22 ])foinote the export of processed agricultural products and 

23 liigh-valiie agricultural products.". 
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1 (e) Cost-Revenue and Employment Analysis op 

2 Export Assistance. — Section 303 of such Act (7 U.S.C. 

3 5653) is amended to read m follows; 

4 "sec. 303. quarterly and annual reports on the 
s cost^revenue analysis and employment 

6 effects of supporting the export op 

7 i^uh:essed and high-value agricul- 

8 TURAL PRODUCrrS. 

9 "(a) Quarterly Reports. — Not later than 30 days 

10 after the end of each quarter of a fiscal year, the Secretary 

1 1 shall submit to Congress a report containing an estimate 

12 for the preceding quarter of those costs and imputed reve- 

13 nues, attributable to the export of processed and high- 

14 value agricultural products and raw and bulk commodities 

15 under section 202 and 301. The revenue estimate shall 

16 be determined by the Economic Research Senice of the 

17 Dc]>iirtnu'nt of Agriculture from the net effect on Federal 

18 tiLX receipts of exports under those .section.s on the \tev- 

19 soiiiil iind corporate income of persons directly and indi- 

20 redly itssislcd. The Secretari' shall, after consnUation 

21 will) the Sccrctan- of Labor, include in the ivpoit an cx- 

22 aniiiijilioii of the direct and indirect effect of the cxpoi't 

23 f'ft'iir-ls iinilcr those sections for the preceding quarter on 

24 cmplojnnent levels and opportunities in the United States 

25 agricultural sector and related industries. 
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1 to promote the export of processed agricnltnral products 

2 and high-value agricultural products.". 

3 (d) Processed and High-Value Ageicultural 

4 Product Export Enhancement Program. — Section 

5 301 of such Act (7 U.S.C. 5651) is amended— 

6 (1) in subsection (a), by inserting ", including 

7 processed agricultural products and high-value agri- 

8 cultural products," after "agricultural commodities"; 

9 and 

10 (2) in subsection (e), by inserting the para- 

11 graph designation and heading "(1) In General. — 

12 " after "(e) Funding Levels. — ", and adding the 

13 following new paragraph-. 

14 "(2) Set-Asides. — For each fiscal year, the Cor- 

15 poration shall ensure that, to the extent practicable, 75 

16 percent of the total funds available under this section, (or 

17 75 percent of the value of any commodities employed) are 

18 expended to promote the export of bulk or raw United 

19 States agricultural commodities and that, to the extent 

20 practicabte, 25 percent of such fimds (or 25 percent of 

21 tlic value of any commodities emploj'cd) are expended to 

22 promote the export of processed agricultural products ;ind 

23 liifih-value nKneultural products.". 
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1 (e) Cost-Revenue and Employment Analysis op 

2 Export Assistance. — Section 303 of such Act (7 U.S.C. 

3 5653) is amended to read as follows: 

4 -SEC. 303. QUABTEBLY AND ANNUAL REPORTS ON THE 

5 COST-REVENUE ANALYSIS AND EMPLOYMENT 

6 EFFECTS OF SUPPORTING THE EXPORT OF 

7 RUXKSSED AND HIGH-VALUE AGRICUL- 

8 TUBAL PRODUCTS. 

9 "(a) Quarterly Reports. — Not later than 30 days 

10 after the end of each quarter of a fiscal year, the Secretary 

1 1 shall submit to Congress a report containing an estimate 

12 for the preceding quarter of those costs and imputed reve- 

13 nues, attributable to the export of processed and high- 

14 value agricultural products and raw and bulk commodities 

15 under section 202 and 301. The revenue estimate shall 

16 ha determined by the Economic Research Sei-vice of the 

17 Dcjicirtiiifnt of Agriculture from the net effect on Fetlcral 

18 tiLN receipts of exports under those sections on the per- 

19 soiial iiiid corporate income of ]>crRons directly and indi- 

20 rectly iissistfil. The Secretan' shall, after eoiisnltatioTi 

21 with Ihc Seeivtiiri- of l^iibor, indude in the ivport :ni ex- 

22 ;iniiii;itioii nf the dim't and indin^et effect of the export 

23 cl'fiii-ts nntk'r those sections for the prccedinff quarter on 

24 cmplownent levels and opportunities in the United States 

25 agricultural sector and related industries. 
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1 "(b) Annual Report. — Not later than 30 days after 

2 the end of each fiscal year, the Secretaiy shall submit to 

3 Congress a report for the preceding fiscal year containii^ 

4 the information required under subsection (a).". 

5 (f) Application of Section. — The amendments 

6 made by this section shall take eH'ect on the date of the 

7 enactment of this Act, and the Commodity Credit Cor- 

8 poration shall apply such amendments during fiscal year 

9 1992 to the maximum extent practicable. 

O 
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Mr. Rose. I yield to my colleague from Kansas. 

OPENING STATEMENT OF HON. PAT ROBERTS, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF KANSAS 

Mr. Roberts. Mr. Chairman, I want to thank you for calling the 
hearing today to review H.R. 4279, a bill to enhance the export of 
processed and high-value agricultural commodities and products. I 
especially want to commend our committee colleagues who will tes- 
tify in just a moment, more especially Mr. Colemem, our rimking 
minority member, and Mr. Nussle who is the most valuable 
member of the full committee and to welcome back Mr. Grandy 
who used to be a member of the full committee. 

I do not have a copy of Mr. Grandy's statement but I know he 
will shine the light of truth into darkness on this most important 
issue. The subcommittee examined high-value and processed ex- 
ports 1 year ago as part of our oversight efforts to enhance the 
international market of value-added farm products and commod- 
ities. The concerns expressed at that hearing echoed those voiced 
during the work on the 1990 farm bill, Mr. Chairman, and they 
continue to be at the forefront of discussions on high-value exports. 

If the United States is not aggressively pursuing access to this 
fast growing export market, and that our inconsistent policies re- 
garding high-value and processed goods do little to encourage cus- 
tomer loyalty in those markets where we do have access. Bulk com- 
modity exports remain vitally and very seriously critical to the eco- 
nomic fortunes of farm country. However, the viability of our 
entire agricultural system cannot survive on the bulk sales alone. 
International demand for all of our agricultural commodities emd 
products, wheat, sorghum, com, sunflowers, soybeans, beef, pork, 
flour, v^etable oil, all are very critical to the economic viability of 
the U.S. agricultural system. 

The biggest frustration confronting efforts to develop and imple- 
ment an aggressive policy relative to marketing high-value and 
processed agricultural products is that the process ends up, I think, 
being characterized as an either bulk or processed, not both, kind 
of debate. I do not believe that is what the Department is workii^ 
on in regard to their policy. Certainly, it is not what this commit* 
tee intended when high-value provisions were included in the 1990 
farm bill. 

But that perception does persist, and part of our responsibility is 
to determine how we ensure that added emphasis on high-value 
and processed product exports does not come at the expense of any 
bulk trade. At a recent full committee meeting on the Freedom 
Support Act, it was stated that if H.R. 4279 were enacted, wheat 
prices at the country elevator in Kansas and elsewhere would 
tumble 40 cents. I don't know where the number came from, or if it 
is accurate, but it does raise questions that must be answered 
before this debate can constructively move forward. 

As I stated a year ago, processing commodities before export does 
create jobs and stimulate business activity, much of which does and 
will continue to occur in our rural areas. It is an outstanding rural 
development program. In addition, this activity bolsters the Gov- 
ernment's tax receipts from increased domestic employment 
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income and taxable corporate revenue, and it also benefits the 
trade balance. 

The GSM and EEP programs are important to the success of ag- 
gressively marketing high-value products. In particular, in the 
short term, however, I urge my colleagues and agriculture to con- 
tinue exploring other possible avenues to enhance value-added agri- 
cultural exports ii. particular and all farm-related exports in gener- 
al. This includes the implementation of the GATT triggers which 
will provide increased export program funding. We must also con- 
tinue working toward adjusting the administrative procedures, 
such as those that guide the EEP decision to enhance our ability to 
respond efficiently and competitively to marketing opportunities 
that do arise. 

This streamlining of the procedures is very critical to export op- 
portunities across the board. Quite often, at least in perception, 
U.S. export opportunities seem to be lost because of the delay in 
approving all of the initiatives. As the cosponsor of this legislation, 
I look forward to working with my colleagues to continue exploring 
aH the tools and means available to forge a partnership to pursue 
an aggressive export policy for agricultural commodities, regardless 
of whether they are straight out of the field or processed to the 
point of being ready to consume right out of the package. 

Again, 1 want to thank my colleagues for appearing and I thank 
the chairman for calling the hearing. 

[The prepared statement of Mr. Roberts follows:] 
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The Honorable Pat Roberts 

Hearing StateBent: D0R7A 

RE: HR 4279 — FrocBBsed and High-Value Agricultural Exports 

July 38, 1992 

Mr. Chairman: Thank you for calling today'* hearing to 
review HR 4279, a bill to enhance the export of processed and 
high-value agricultural comnodltieG and products. I want to 
coBBend our Connittee colleagues Mr. ColeMan and Mr. Penny, for 
their diligent work in keeping this issue on the front burner. 

This Subconmitte^ exaained high-value and processed exports 
one year ago 6e part of Ouf cvarsight efforts to enhance the 
international marketing of the "value-added" farm products and 
coBmodities The concerns expressed at that hearing echoed those 
voiced during work on the 1990 farB bill and they continue to be 
at the forefront of discussions on high value exports — that the 
US is not aggressively pursuing access to this fast growing 
agriculture export market and that our inconsistent policies 
regarding high value and processed goods does little to encourage 
customer loyalty in those markets where we do have access. 

Bulk commodity exports remain vitally critical to the 
economic fortunes of farm country. However the economic 
viability of -our entire agriculture systeB cannot survive on Baulk 
sales alone. International demand for all of our agriculture 
commodities and products — wheat, sorghUB, corn, sunflowers, 
soybeans beef pork, flour, vegetable oil, etc. — is critical 
to the economic viability of the U.S. agriculture system. 

The biggest frustration confronting efforts to develop and 

implement an aggressive policy relative to marketing high value 
and processed agriculture products is that the process ends up 
characterized as an "either bulk or processed not both" 
debate. I do not believe that is what the Department is working 
toward. Certainly it is not what this committee Intended when 
"high-value" provisions were included in the 1990 farm bill. 

But that perception persists, and part of our responsibility 
is to determine how we ensure that added emphasis on high-valua 
and processed product exports does not come at the expense of 
bulk trade. At a recent Tull Committee meeting on the "Freedom 
Support Act," it was stated that if HR 4279 were enacted, wheat 
prices would tumble 40 cents. I do not know where this number 
came from, or if it is accurate. But it does raise questions 
that must b« answered before this debate can constructively move 

As I stated a year ago, processing commodities before export 
does create jobs and stimulate business activity — much of which 
does and will continue to occur in rural areas. In addition, 
this activity bolsters government tax receipts from increased 

domestic employment income and taxable corporate l ' ' 

It benefits the trade balance. 
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RobartB, high value, pag* two 

The GSM and EEP proqra>« ar« iaportant to the buocmbb oI 
aggrassivaly >ark*ting hlgh-valua produota, particularly In tha 
ahort tera. However, I urga ay colleaguaa and agriculture to 
continue exploring other poaslble avenuea to enhance value-added 
agriculture exporta In particular, and all (are-related exports 
In general. 

This Includes inplementatlon ol the GAIT triggers which will 
provide increased export prograa funding. Ha also wist continue 
working toward adjusting the adalnistratlva procedures, sudt as 
those guiding EEP decisions, to enhance our ability to respond 
efficiently and coi^etitlvely to aarketlng opportunities that 

This streamlining of the procedures is critical to export 
opportunities across the board. Quite often — at least In 
perception — U.S. export opi^rtunities seea to be lost because 
of delays In approving initiatives. 

As a cosponsor of this legislation, T look forward to 
working with ny colleagues to continue exploring all the tools 
and Beans available to forge a partnership within the agriculture 
community to pursue an aggressive export policy for agriculture 
coamodltles, regardless of whether they are straight out of the 
field or processed to the point of being ready to consume right 
out of the package. 

Agriculture exports, it whatever fon, are Important to the 
economic well-being of farm country and of this nation. This 
Subcommittee's responsibility is to ensure that agriculture 
exports have the oars in the water on both sides of the ship, and 
that those oars are being pulled in with aggressive unity, 
otherwise, we will keep going In circles. 
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Mr. Rose. Mr. Coleman, this is your bill. We are de%hted to 
hold this hearing today and we will start by recognizing you. 

STATEMENT OF HON. TOM COLEMAN. A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 

Mr. Coleman. Thank you, Mr. Chairman and Mr. Roberts. I 
think you have stated the proposition very well, and I do appreci- 
ate the opportunity to have an additional hearii^ this morning to 
discuss what I think is an extremely important component of our 
world trade and that is vedue-eidded agricultural exports. 

Clearly, value-eidded is the largest increasing component of world 
trade in food production today. It has dramatically risen over the 
last decade, I think, by over 50 percent of all world trade and food- 
stuffs, and as America looks at its future, it is obvious that we need 
to be a more competitive player in this world market. Just as we 
have in some cases become residual suppliers of bulk commodities, 
we certainly don't want to get into the position of being a residual 
supplier of value-added products. 

Value-added in its simplest form of course is changing a raw 
commodity into a more processed product. Mr. Roberts would give 
the example of Kemsas wheat being turned into flour and then sold 
overseas. In the process, of course, we put Americans to work here 
processing that flour and that added-value component then is 
worth more than the value of the wheat, added the labor and so 
forth. 

What we have seen in the world market is a competitive factor, 
£igain with our European edlies, in this case eidversary trade, be- 
cause they, through, I believe a scheme of tax incentives and abili- 
ties to create markets for their value-added products, have gotten a 
larger share of that world market as the American share has de- 
clined. Again, over the last 10 years, while America's percent of 
value-added market dropped from 12 to 8 percent, statistics show 
that the Europeans have increased their market share from, I be- 
lieve, 21 percent to AS percent, if my memory serves me right. 

So, clearly, we have a challenge here in this country to become 
competitive. And in order to do that it seemed logical to me that 
the two programs the U.S. Government has direct control over in 
the export markets, the EEP program and the GSM credit pro- 
grams, would be activities where we would be able to enhance our 
position and help lead the way, at least providing some opportunity 
for others to follow in value-added products. 

It is not to say, as Mr. Roberts indicated, that this is an either or 
situation, and we certainly don't want to get into some sort of 
battle between bulk sales and value-added sales, but the fact of the 
matter is, as you said, Mr. Chairman, our objectives and our goals 
that were Imd out in the 1990 farm bUl are not being met. 

On the EEP program, for example, we have had a checkered past 
of value-added products being utilized. In 1985, clearly 50 percent 
of the sales were value-added, but they have declined in 1991 to a 
little under 8 percent, and we anticipate for 1992 less than 5 per- 
cent. If you cheirted this on a graph, it would be a direct downward 
line and that is not the direction we ought to be taking with our 
value-added products. 
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As a result, this legislation, H.R. 4279, directs the Secretary to 
the extent practicable to reach these goals and, I think, to make 
certain that congressional intent to meet those goals is clear, more 
so than the 1990 farm bill. Forty-three of our colleagues have co- 
sponsored this. Twenty-four already on this Committee of Agricul- 
ture, because 1 believe they see the reasons why it is necessary. 

Let me get to the issue of jobs. We are trying to create jobs in 
this country, and it seems to me one of the fast^t and most effec- 
tive ways to create jobs is to promote value-added farm products. 
The USDA in the past has indicated that if we would increase our 
8 percent share to 15 percent of the value-added market in the 
world, we could create over 1,500,000 jobs in the process. 

It is a good way to get the economy jump started and we certain- 
ly have l5ie capability in this country to do that. As the chairmaui 
indicated, we have this bill up as an amendment to the Russian as- 
sistance bill. At that time I attempted to make even stronger the 
language of this bill by taking out the words "to the extent practi- 
cable." There were some objections raised and in the spirit of 
trying to move that bill along, I went back to the original language 
0fH.R. 4279. 

That is not to say that we shouldn't, perhaps, look at the oppor- 
tunity of making this mandatory rather than discretionary if, in 
fact, we are going to get our message across to the Department of 
Agriculture. While there are, I think, open minds at the Depart- 
ment of Agriculture, the statistics certainly don't bear out the 
movement toward where we would like to go on value-added prod- 
ucts. 

Finally, Mr. Chairman and Mr. Roberts, let me say in my brief 
testimony here today that we have heard about the cost factor of 
this bill and I would like to address that. I think we are going to 
hear from CBO later this morning and others. The fact of the 
matter is, CBO in its model and in the statement today, indicate 
that they do not have the capability of looking at this in a dynamic 
fashion. They look at it in a very static fashion in their economic 
activity as they say from their testimony, "CBO has no basis for 
estimating any economic effects that m^ht result in a change from 
the metric of volume of agriculturfil exports as a consequence of 
this bill." 

So I don't think we ought to accept what they have proposed as a 
cost factor on this bill. We ought to look at a dynamic model, and a 
dynamic model has been used by the Department of Agriculture. 
For example, if you take $1 million of exported wheat, all of the 
factors affecting that sale added together, that 1 million dollars' 
worth of exported wheat would create 85,800,000 of economic activi- 
ty- 

But if you turn that wheat into flour in this country, 1 million 
dollars' worth of flour, then you would, in fact, create 14 million 
dollars' worth of economic activity. You are putting people to work, 
they are earning wages, they are paying taxes, and they are paying 
for this program, and I think we need to have — CBO needs to have 
better models available to them to calculate the benefits of legisla- 
tion like this which truly creates jobs and puts people to work and 
paying taxes. We ought to factor in the benefit of those taxes that 
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will be psdd by wage earners as opposed to just taking a static 
model and saying this will happen if this is passed. 

So, Mr. Chairman, I thank you eigain for holding these hearii^s 
and would respond to any questions, and if I m^ht join my col- 
le^ues on the panel here as ex-offlcio member of the subcommit- 
tee later on. 

Mr. Rose. All right. 

Mr. Roberts. Would the gentleman yield? 

Mr. Coleman. Surely. 

Mr. Roberts. Mr. Coleman, you made an excellent point in 
regard to the economic benefits of agricultural exports, and the cat- 
alyst factor in regard to value-added. I am just wondering if these 
revenues to the Federal Government could be used to offset any 
program outlays. I intend to ask the Department that. 

It seems to me if that were the case, it might make our chore a 
little easier in regard to farm program violations. 

Mr. Coleman. The creation of wealth and programs to the Gov- 
ernment could be used in a variety of ways. I don't know that I 
wemt to get into particularly how those dollars are spent other 
them trying to recoup whatever costs may be made identifiable 
with the legislation itself so we don't have a budget consideration 
problem as we go forward. 

Mr. Rose. Thank you. Mr. Penny, a Member of Congress from 
Minnesota. We are glad to have you. 

STATEMENT OF HON. TIMOTHY J. PENNY. A REPRESENTATIVE IN 
CONGRESS FROM THE STATE MINNESOTA 

Mr. Penny. Thimk you, Mr. Chairman. I appreciate the opportu- 
nity to testify this morning. As you are aware, I emi a cosponsor of 
Mr. Coleman's bill and have long advocated additional use of the 
export enhancement and GSM programs to facilitate sale of proc- 
essed and high-value commodities on the world market. Let me just 
raake a few quick points and then I would ask unanimous consent 
that my written remarks appear in the record. 

Mr. Rose. Without objection. 

Mr, Penny. First and foremost, the analysis of the world market 
in the years ahead indicates that these high-value products are the 
area of greatest potential growth. It is anticipated that the growth 
in bulk sales will grow at about 1 percent per year, processed com- 
modities about 3 to 4 percent per year, but high-value products are 
likely to increase in the remge of 9 to 10 percent each year over the 
next decade. It clearly indicates to me that the United States needs 
to do more to be a part of that growing export market. 

As we compare ourselves to Europe, in 1989, high-value products 
eiccounted for 89 percent of the European Community's exports for 
a total of $32,900 milliom in income from those sales. That com- 
pared to 50 percent of U.S. exports which were high-value exports, 
and while the volume of U.S. exports was much greater than the 
EC's, the value of our exports were lower due to the fact that we 
are exporting fewer high-value products. 

The job creation argument was raised eloquently by my col- 
league from Missouri. We desperately need to do more in our rural 
communities to create jobs and support our rural economy. Process- 
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ing these goods clc^e to home and finding markets for these goods 
on the world scene is clearly a critical element in stabilizing and 
hopefully at some point improving the rural economy across this 
country. 

Finally, I think we have a tremendous opportunity in the former 
Soviet Republics as their demand for flnished products increases, 
but they do need the credit in order to make these purchases. If we 
don't offer the credit, the Europeans certainly will, and if we want 
to position ourselves for that market in the years ahead, I think 
now is the time for us to be involved. We worked closely with the 
USDA in the last few months to see to it that processed goods, in- 
cluding butter were made part of the recent GSM agreement with 
Russia. That agreement is now moving forward, but much greater 
opportunities lie ahead and we don't want to miss our shot. 

With that, Mr. Chairman, I do want to make it very clear that 
we are not talking about an either or proposition here. Because we 
move more aggressively to sell value-added products in the world 
scene does not mean that we are saying no to our bulk commod- 
ities. We, in fact, would increase demand for those bulk commod- 
ities because, after all, that is where our processed goods come 
from and as was stateid by my colleague from Missouri, you in- 
crease utilization of bulk commodities in the processing of these 
high-value products and so demand would go up. 

It is a win/win proposition for our producers. It is a winning 
proposition for our processors. It is a winning proposition for the 
American economy and I would urge favorable consideration of the 
l^slation. 

[The prepared statement of Mr. Penny appears at the conclusion 
of the hearing.] 

Mr. Rose. Thank you very much, Mr. Penny. 

Mr. Grandy, a Member of Congress from the State of Iowa. 

STATEMENT OF HON. FRED GRANDY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 

Mr. Grandy. Thank you, Mr. Chairman and Mr. Roberts. I 
appear before you today as a strong supporter of H.R. 4279 and 
when I was a member of this committee, it was an amendment 
that I offered with Mr. Penny and Mr. Johnson in the 1990 farm 
bill, which would have required the Department of Agriculture to 
expend 25 percent of the Export Enhancement Program funds on 
processed emd high-value agricultural products. 

As you know, we did not achieve in locking that in. We got only 
a secretarial objective, which of course has not been met and so we 
are before you again today with an attempt to further cement the 
commitment by the Department of Agriculture to high value-added 
product overseas. I guess, following along with what Mr. Coleman 
said, I would concur that I think we need stronger language, and to 
the extent practicable, even to the extent of reiducing the percent- 
ages if we could get a guarantee that a certain portion of GSM 
funds and export enhancement funds would be set aside for high- 
value and processed agricultural products. 

I will not, in my remarks before the committee, elaborate much 
more on what Mr. Coleman and what Mr. Penny have said. I would 
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ask unanimous consent that my entire statement be included in 
the record. But let me, if you do not have before you a cheu^ that I 
provided the committee, Mr. Coleman alluded to the fact that since 
1985 the level of our commitment to value-added products has de- 
clined in the Export Enhancement Program from roughly, he SEiid, 
I believe, 15 percent in 1985 to roughly 8 percent in 1991. That has 
been a steady decline and if you look at the chart that I provided 
since 1989, it has dropped significantly from 13.6 percent to 8 per- 
cent. 

So there has been a downward trend and the same thing is true 
for the export credit guarantees, Mr. Chairman. As a matter of 
fact, since 1988 we have gone from a credit guarantee share of 37.3 
percent down to 23.6. So we are clearly moving in the opposite di- 
rection of the intent of the 1990 farm bill and I think the commit- 
ment of a lot of members of this committee. 

I want to stress that obvidusly we are in a competitive war right 
now with our European trading partners for new products and at 
this point we are losing. Th6 U.S. share of the value-added market 
has fallen as I said earlier to about 8 percent. Meemwhile the Guro- 
pean Community has grabbed in excess of 47 percent of the market 
and they have done this by having roughly a commitment of $5,300 
million in 1 year. This would be 1988, the figures I am quoting 
from, to subsidizing high-value exports, principally beef and veal, 
$922 million; poultry, $233 million; pork, $207 million; and dairy 
products a whopping $2,007 million, so clearly our competitors are 
in the Held. 

They sire mobilized and armed fo^ this struggle ernd we, unfortu- 
nately, are not, and if you look ahead, 60 percent of the newest 
world markets in Eastern Europe are going to be looking to high- 
value agricultural commodities. Sixty percent. However, 85 percent 
of U.S. exports to that area are bulk commodities. So merely what 
we are trjdng to do is at least create a certain parody between our 
bulk commodities and our high-value products. 

A growth and globed trade of high-value agricultural products is 
expected to continue at 8 to 10 percent a year while buflcing is ex- 
pected to be 1 to 2 percent ait best. These are the words of the For- 
eign Agricultural Service, Mr. Chairman, in saying that the prod- 
ucts most likely to have a significant impact on our trade numbers 
are red meat, poultry products, and both fresh and processed fruits 
and vegetables. 

I do not obviously, along with my colleagues who were on the 
committee, want to engage in any kind of skirmish between bulk 
and high-value commodities. Obviously what we are tryii^ to do is 
enhance both. But what we are talking about here is exporting 
wheat flour made of wheat, meat from livestock that has been fed 
com and soybeans, canola, vegetable oil that has been made from 
soybeans, canola, sunflowers, and cotton seeds. 

An increase in value-added exports would boost the U.S. economy 
by generating additional job-creating and economic activity. Let me 
sum up by using an illustration that is particularly pertinent in 
Iowa, and that was the proposed sale of 30,000 metric tons of pork 
to the former Soviet Union, which 1 am sure I do not have to 
remind this committee did not succeed this year throi^h the Trade 
Policy Review Group. 30,000 metric tons represents 387,000 head of 
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live hogs. This number of hogs would consume 3,700,000 bushels of 
com, 600,000 bushels of soybeans. 

The processing of the pork would require 30,639 8-hour days of 
U.S. labor, excluding transportation at an average salary in excess 
of $10 per hour euid live hog prices would be raised by a $1 to a 
$1.50 per hundredweight which would translate into a boost in 
pork producer income of $73,400,000. Using various multipliers, in- 
creased Federal tax revenues above the U.S. subsidy required for 
the sale could increase from $630,000 to $17 milliom. 

In other words, the Federal Government through tax collections 
would have $17 million in revenue to tax as opposed to under $1 
million without this particular sale. 

However, and this is something that has been reiterated by vari- 
ous emissaries from the former Soviet Union to me and other mem- 
bers of the committee. For the U.S. pork to be competitive in the 
world market, it needs both the Bxpmrt Enhancement Program sub- 
sidy for the Russians to buy it and the GSM credit to help under- 
write this sale. 

This illustration is value-added exports at their best, but I must 
say, Mr. Chairman, that I think the policy that we are currently 
being forced to live with is one that conspires against value-added 
product. A group of us went down and visited the Secretary of Ag- 
riculture, our former colleague, Mr. Madigan, and when we ap- 
proached this subject of trying to harmonize the Export Enhance- 
ment Program with the GSM program to provide the additioneil 
sweeteners our purchasers need, the attitude was that it is the de- 
cision of the Government not to pick winners and losers. 

In other words, we don't want to specify in our export programs 
what products to buy at the discount window. Unfortunately, the 
net result of that is that we are just picking losers. As I said, our 
competitors are doing this kind of export sweetening and I feel that 
H.R. 4279 is an important tool politiciiUy for the Secretary of Agri- 
culture to be given, I think, a place of greater prominence at the 
Trade Policy Review Group table which of course meets and delib- 
erates over these various SEiles. 

Unfortunately, right now I think we are still taking a back seat 
to members of the National Security Council and members of the 
State Department who are, perhaps, unsure about these sales, are 
looking at political consequences and may even be using food as a 
tool of foreign policy. I feel as if we are ever going to move off the 
dime Euid move these products into the markets that need them the 
most, then we have to have this kind of legislation. 

I would just say in closing, I hope that when the committee con- 
siders this in markup, whether or not it is attached to the Soviet 
aid package or moves in a separate vehicle, you will reconsider 
mandating this language, because I think without it our Secre- 
tary's and our committee's up here strength will not be great 
enough to prevail. I theuik the Chair. 

[The prepeired statement of Mr. Grandy appears at the conclu- 
sion of the heeiring.] 

Mr. Rose. IThank you, sir. 

Mr. Nusale, a Member of Congress from the State of Iowa, glad 
to have you here. 
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STATEMENT OF HON. JIM NUSSLE. A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 

Mr. NussLE, Thank you, Mr. Chairman, and I want to thank my 
colleagues for the opportunity to testify on beheilf of H.R. 4279 and 
express my very strong support of that legislation, of which I am a 
cosponsor, which would help in increasing the amount of high- 
value products including USDA's export promotion programs. 
High-value products are becoming the wave of the future in agri- 
culture and specifically agricultural trade around the world. 

All agricultural products have some value added, whether it is in 
harvesting or transportation or just in the handling of the product. 
But it is the high-value goods, those which require further value- 
added, such as processing or packaging, that are dominating export 
markets and it is good that we export wheat and livestock, but by 
the same token it is better when we export flour and meat. 

Id 1989, as an example, 73 percent of the world agricultural ex- 
ports were comprised of high-value products as compared to 66 per- 
cent in 1962. The world markets are demanding more high-value 
products as consumers upgrade not only the diversity of their diets 
and the demand, but also a demand for more consumer-ready prod- 
ucts. And the technolt^y has contributed to high-value products' 
success with developments in processing, in packaging and trans- 
portation of high-value products is helping to lower the average 
cost of production, the marketing, shipping of these products to for- 
e^ markets. 

And increasing our exports of high-value products is eilso doubly 
good for States such as Iowa. First, the agricultural economy bene- 
fits from the greater farm income. Second, the economic growth is 
derived from the food processing industries located in States like 
Iowa. Rural States, such £is Iowa, cannot rely solely on agriculture 
and the agricultural sector of their economy for long-term econom- 
ic development. Instead they must be able to attract industries that 
process tiieir agricultural products in the State, creating jobs and 
job opportunities. 

I might add that increasing our exports of high-value products 
will not only benefit farmers, but it will also help promote econom- 
ic development and growth through the creation of both high- and 
low-wage income jobs which food processing industries, especially 
in Iowa, have been able to create. Additionally, the U.S. Treasury 
benefits from having a greater tax base with the additional corpo- 
rate and personal income tax generated by the food processing in- 
dustry. 

While the world agricultural trade markets are dominated by 
h^h-value products, in 1989, only 50 percent of the U.S. agricultur- 
al exports were high-value products. Our competitors in the EC cer- 
tainly have the advantage of higher price supports and export sub- 
sidies when it comes to high-value products trade. The question 
then becomes how can the U.S. Government promote greater high- 
value products trade without resorting to higher price supports or 
export subsidies. 

The USDA currently has a number of export promotion pro- 
grams at their disposal, such as the EEP, the Export Enhancement 
Program. In fact, in 1990 the farm bill established a goal of spend- 
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ing 25 percent of the funds, which has been stated, will, for pro- 
grams on the promotion of high-value a^cultural commodities. It 
is my understanding, however, that only 8 percent of EEP funds 
were used for high-value products in the current and previous 
fiscal years. 

I believe that our failure to promote more high-value products 
allows EC countries to gain additional market strength and share 
in the international agricultural meu'kets. EC countries already 
represent approximately 47 percent of the world market, that is in- 
cluding EC countries, as compared to 9 percent for the United 
States. And much of the EC's dominance in the world markets was 
gained during the 1980's while our country's share in global mar- 
kets declined. 

As we witness the trend of agricultural trade moving toward 
high-value products, it is hard to fathom why 90 percent of our 
export enhancement is still used for just bulk sales. That is why I 
am an original cosponsor of the Coleman legislation, H.R. 4279. I 
join with my other colleagues to help promote high-value products. 
I believe that H.R. 4279 will use our already existing eigricultural 
export programs to promote these additional high-value products 
exports by ensuring at least 25 percent of those funds in agricultur- 
al export programs are used for that high-value product, and, Mr. 
Chairman, imd members of the subcommittee and members of the 
panel, I ui^e you to act as expeditiously as possible to — in your 
consideration of the legislation. 

I know I will join you in full committee in supporting and 
moving this legislation. I thank the Chair. Thank you. 

[The prepared statement of Mr. Nussle appears at the conclusion 
of the hearing.] 

Mr. Rose. Thank you, sir. 

This is the end of our first panel. We are very happy to have our 
colleagues here to testify about a very important subject, and we 
would ask are there questions from the subcommittee? 

Mr. Roberts. Mr. Chairman, I would simply request that Mr. 
Barrett's statement be entered in the record at this point. 

Mr. Rose. Without objection, so ordered. 

[The prepared statement of Mr. Barrett follows:] 
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REMARKS OF THE HOHORABLE BILL BMUtCTT 

REGARDIKG HR 4279 

JUL:( 28, 1992 

Mr. citBinun, I uanc Co thank you for holding thla tisarlng chis 
norning on HR 4279, tha Expansion of Procassad and High-Valua 
Agricultural Exports and Eaploynient Opportunltlas Act of 1992. 

I'n not raportlng soaattilng now whan I say the European Coiwunity 
(EC) la leaving ua in tha dust when it co>es to the High-Valua Added 
world trade narkat. Pligh-Value Added products accounted for 89 parcant 
o( the EC's exports in 19B9, conparsd to so percent of the us 
agricultural exports. 



L the hard work and effort ny dletlnguishad 
colleague Iron Missouri has put into this legislation to address this 
challenging High-Value Added proble*. Like Kr. Colenan, I too would 
like to boost our agriculture econoay, rural enploynent, and be nore 
coBpetitiva with the EC in this area. 

However, the Nebraska Hheat Growers, USDA, and others have 
expreasad there uncertainty about this legislation, and I want naka 
aura ware not "robbing Patar to pay Paul." I'n all for increasing the 
High-Valua Added market, but not at the expense of the bulk cooBodity 
market which could directly affect our producers. 



i the nigh-value market is where the future growth u 
ba for US farmers, but as we move ahead with this legislation, let's 
assured this high-value market seretits the US nationally not 
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regionally, does not displace bulk exporcs, and that cnase can 
prograna are properly administered. 

Hr. Chairnan, I thank you for the opportunity to share >y 
and I look forward to hearing fron the panels this morning to : 
we can improve our competitive edqe on the high-value added frc 
without loosing sight of how our hard working producers will Jx 
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Mr. Johnson. Mr. Chairman. 

Mr. Rose. The gentleman is recognized. 

Mr. Johnson. I appreciate your permission to eUlow me to sit in 
on the subcommittee this morning and I would like to submit an 
opening statement for the record. 

Mr. Rose. So ordered. 

[The prepared statement of Mr. Johnson follows:] 
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STATEMENT OF CONGRESSMAN TIM JOHNSON ON H.B. 4179 



Mr, Chairman. I wnnl lo ihank you for allowing me to sit in on tliis morning's 
hearing on higli-value and processed product cxporlj. This is an issue thai 1 have 
been inieresicd in since coming to Congress because of ihc rural development 
angle, and 1 was pleased to have joined with my colleagues Tim Penny and Fred 
Grandy in sponsoring legislation during consideration of the 1990 fann bill. H.R. 
4363. that would have added tlirecLion to (he export promotion activities at USDA 
(something the General Accounting Office has indicated is lacking in a big- 
picture sense) and created a Value-added Hxpon Enhancement Program for 
processed and high value products. While budget considemtions would have 
probably precluded this action to create a separate EEP for value-added, it 
appears that it may have been the best route lo lake since we have run into what 
amounts lo lipservice ever since. While we were successful in including a 
provision in the FACT act encouraging the Secretary lo utilize 25% of Export 
Enhancement Program funds for value-added or high-value products, it was 
simply a goal and didn't have any leelh lo it, 

ll's now the middle of 1992. and it doesn't appear that we've made the progress 
that 1 and a number of other members would like to see in legard lo value-added 
cxpons. 1 am especially disappointed in the recent debate over including H.R. 
4279 lo the Soviet aid package. I know that USDA has indicated that value-added 
numbers are up, but I hope that Mr. Green will address his comments on 
increased value-added exports in the areas of products grown by my producers in 
South Dakota, in other words, beef, pork, lamb, wheat flour and vegetable oil, I 
appieciate recent itwveirtenu in veg oil, but we've still got a ways to go in that 
area, and certainly in the ease of meat exports as well, as the recent flap over 
pork sales to the former Soviet republics highlights. 

As a wheat stale member. 1 am also interested in addressing the issue of the 
impact on the wheal market if a higher portion of EEP funds are utilized for 
high-value products. 1 am a firm believer that we can and should continue to be 
aggiessive in wheat sales while also increasing our value-added cipons. I would 
also be interested lo learn from Mr, Green if there has been further discussion at 
USDA regarding tlie allocation of an additional SI billion in EEP funds because 
we have not reached an agreement at the General Agreement on Tariffs and 
Trade (GATT) negotiations. Addressing these issues should help to alleviate the 
concern suffered by some when we lalk about mandating a cetiain percentage of 
EEP funds for value-added products. 

Mr. Chaimian, I want 10 thank you again for holding Ihis hearing on H.R 4279. 
This legislation takes several steps that will help lo increase Ihc emphasis on the 
export of value-added and processed products. 1 firmly believe that agriculture 
could go even further in shoring up our trade and budget imbalance by 
processing more of our agricultural products here at home, providing jobs and 
adding value lo our own economy. 
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Mr. Rose. Mr. Jontz. 

Mr. Jontz. I do have one question for the panel and any of you 
that might offer some observations. I would appreciate hearing, 
and maybe I will just direct it first to Mr. Grandy since you Taaae 
reference to being down and talking to the Secretary. What do you 
think is the reason that we have seen the resistance on the part of 
the administration? I can't understand it. I don't understand it. 
What do you think the reason is for the reticence on the part of 
the administration to promote high-value? 

Mr. Grandy. Well, this is my — obviously only my personfd obser- 
vation, but as I 8£ud, I think there is clearly a difference of opinion, 
particularly as relates to the emerging former Republics of the 
Soviet Union as to how much or how little we should be involved in 
subsidizing their agricultural purchases, and my impression is the 
Department of Agriculture is a proponent, what I advocated but 
their hands are tied, because the prevailing attitude — and the one 
agency that I left out that figures prominently in these trade policy 
review discussions is the Office of Mansigement and Budget. 

So cleeirly if you expand the Export Enhancement Program, if 
you are subsidizing more of these sales, there is concern that there 
will be undue expMure. I think the fallacy in that economic rea- 
soning is that if we don't move these products overseas, there is 
going to be a tremendous pressure on members of the committee 
and Members of Congress to increase the sul^idies for farm prices. 

So it seems to me that the old adage which I have heard time 
and again in this committee, you either sell it or you smell it, par- 
ticularly applies in terms of moving these products overseas, out 
my personal feeling is that the advocates for this kind of, I think, 
prospective, proactive agricultural policy are outnumbered, i think 
there are concerns at the foreign policy level that perhaps we 
might be subsidizing governments that aie not ready, perhaps, to 
accept the creditworthiness. 

I might say parenthetically, I don't buy any of that. 

Mr. Jontz [assuming chair]. I appreciate that answer. It seems to 
me that the problem goes beyond just the independent states in 
terms of our reluctance to use EEP and other tools to promote 
high-value or value-added products. I appreciate your explanations. 

Anyone else have any thoughts to add? Mr. Coleman. 

Mr. Coleman. Mr. Jontz, I think Mr. Grandy is correct. I think 
there are a lot of correct answers. One of the things is it has 
simply changed. These programs were set up or^nally for bulk 
commodity sales and I think they were anticipated that that was 
what the world market was going to be. 

Governments react difTerently to change, changing international 
markets in this particular case. I think we, for example, in the 
Congress, are closer to — and more sensitive to these changes than 
perhaps the bureaucracy and the apparatus that goes with various 
bureaucracies that have a part of these programs and the decision- 
making process. So I think we are ahead of them. 

I think we are right, and I think that this country has to change 
and redirect its resources and that in this particular case, we are 
leading the way and they should follow what we perceive as a real 
vital market that may be lost if this window of opportunity is 
closed. I would only remind my colleagues that Ambassador 
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Strauss who sat here le^ than a week ago talking about what hap- 
pens after the former Soviet Union's economy gets on its feet. 
Where do they turn? Do they turn to those people who have been 
assisting and working with them in the past, either through loans 
or grants or technical assistance when they are able to purchase 
with cash as any other customer might, or will they go to a new 
market of some country who hasn't paid any attention to them 
during this growth process. 

It is pretty obvious his answer and 1 think that is to the Europe- 
ans, because of proximity, because of past historical and cultural 
relationships that have been there, and if we don't do more in this 
particular area and others, we are simply going to be left out once 
again. This is much greater than the Soviet package, of course, and 
it is across the board, but this is a prime example and you raised it, 
Mr. Jontz, as to how this program can help. 

Mr. Jontz. Do any of the other members of the subcommittee 
have questions for the witnesses? I want to thank the panel. Mr. 
Rose will be absent for a moment and has asked me to assume the 
chair here temporarily so let me call forward the next panel. 

Randall Green, Deputy Under Secretary of International Affairs 
and Commodity Programs, USDA, Daniel Sumner, Assistant Secre- 
tary for Economics, USDA, Eileen Maiifredi, Principal Analyst, 
Budget Analysis Division, CBO, and Allan Mendelowitz, Director, 
International Trade and Finance, GAO. 

All of the statements, of course, will be put in the record in their 
entirety and we welcome the panel and Mr. Secretary, if you would 
proceed and we will follow in the order of the announcement of the 



Mr. Green. Mr. Chairman, thank you very much. It is a pleasure 
to be here. I might begin by asking one favor. We had planned for 
Dr. Sumner to go first and my testimony somewhat logically builds 
on his. Would that be all right? 

Mr. Jontz. Please proceed in that order. 

Mr. Green. Thank you, Mr. Chairman. 

STATEMENT OP DANIEL A. SUMNER. ASSISTANT SECRETARY, 
ECONOMICS, U.S. DEPARTMENT OF AGRICULTURE 

Mr. Sumner. Thank you, Mr. Chairman, members of the subcom- 
mittee. Today you will be hearing from two of us at the Depart- 
ment of Agriculture to discuss issues related to promotion of the so- 
called processed and high-value exports relative to bulk commod- 
ities. My role is to discuss some background and some policy issues, 
while Mr. Green will cover issues related to the operation of the 
programs which is much more clearly in his responsibility. 

In the next couple of minutes what I would like to do very brief- 
ly is summarize just a few key points that are useful in evaluating 
tiie legislation that causes a shift away from bulk commodities and 
toward high value-added, processed commodities in our export pro- 
grams. 

But first let's consider just for a moment what we mean by proc- 
essed and high-value products. Some have also used the term 
value-added products this morning in this context. I think that is 
another phrase we often use. 
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The current legislation, either H.R. 4279 or section 702 of H.R. 
4547, specifically denotes high-value as any agricultural commodity 
with per unit prices substantially above those of bulk grains and 
oilseeds. It also, let me add, mentions milled grains in the process 
category. These are quit« different definitions from what is repre- 
sented by the data that has been discussed already this morning 
and from what has been used in program operation by the Depart- 
ment. 

I believe the bill in this context adds some useful clarity and 
avoids some anomalies. For example, in the data that the Depart- 
ment uses, and others internationally use, raw leaf tobacco is treat- 
ed as a bulk commodity and soybean oil is in the processed high- 
value category. However, the value per unit of tobacco is roughly 
10 times the value per unit of soybean oil. That is just one exam- 
ple, and I think the bill makes a contribution to clarify what we 
mean. 

The data have been used to support various ailments already 
this morning, and what you will hear in the next hour or so will all 
be based on different definitions. I also note that the definitions 
that the Department has used are different than the international 
numbers. 

But beyond getting the definitions straight, we should probably 
ask ourselves what does the really disparate collection of commod- 
ities that are in this process and high-value category have in 
common. I think the most we can really say is they are not raw 
grains and oilseeds. Pretty much everything else, with a couple of 
exceptions such as pulses, are in the processed and high-value cate- 
gory. Given the great variety in that group, it seems reasonable, to 
read the legislation under discussion as, encouraging a shift of our 
progreunming away from grains and oilseeds rather than toward 
anything in particular. 

A number of related objectives to our export programs, GSM and 
EEP, differ in emphasis, but generally what we are attempting to 
do for each commodity is help them meet their economic potential 
in world trade. We have an interrelated set of tools at our disposal. 

We have trade negotiations on a commodity-by-commodity, coun- 
try-by-country basis. Some of our real successes, opening the Japa- 
nese beef market just to pick one example, is related to that. We 
also have multilateral trade negotiations, which you are all quite 
familiar with, and we have programs such as the MPP. 

There are other things as well, but we have a whole tool kit. 
GSM and EEP are just two of the tools. 

Among the factors that bear on the programming decisions in 
general include achieving a reduction of trade distorting policies 
around the world. We need to focus on the trade practices of our 
competitors and their competitivenesB in importing markets. Par- 
ticularly, we need to focus on demand conditions in importing na- 
tions, the long-term market development potential in markets, pro- 
gram resources funding, net outlays, the effects of programming on 
farm income, global supply emd demand conditions — including U.S. 
supplies — the farm and consumer price effects, and the effects on 
the aggregate U.S. economy, including and especially, employment 
and rural employment. 
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The point here is that there are a whole number of decision fac- 
tors. I counted 10 or so on that list. Therefore, it may sometimes be 
rational to use care in promoting something that is designated 
high-value and instead promote something designated as a bulk 
commodity in a particular market in a particular case. 

Other times the opposite may be true and we should emphasize 
high-value. It is our feeling that the Department needs flexibility 
to be able to respond to market conditions to msiximize the benefite 
to U.S. agriculture, employment, and the economy as a whole. 

Now, let me mention briefly some budget and market effects of 
section 702. CBO has scored a budget cost of this legislation be- 
cause they see it implying a shift away from deficiency payment 
commodities and toward commodities with a less direct budget 
offset for bonuses in the EEP program. 

However, the budget baseline that we use in the administration 
for scoring already has the levels of processed and high-vedued 
products encouraged by this legislation. Therefore, we would antici- 
pate no budget score from this le^slation. 

We score the EEP program as a whole budget neutral because 
lower outlays for deficiency payments offset export bonuses. If 
there were an anticipated shift away from commodities with a 
direct budget offset, we also would anticipate a budget outlay, but 
that is not currently the case given the baseline. 

Budget scoring for the GSM progrstm is based on potential losses 
in the context of credit guarantees. Unless this l^islation were to 
shift us to less creditworthy customers than anticipated, we would 
also not expect to score from the GSM portion of the legislation. 

In closing, let me highlight again why we see some troublesome 
aspects to any sort of rigid set-asides for export programs for any 
commodity. Given the variety of objectives in these programs, and 
the variability in world markets, it ia imjwrtant to have flexibility 
to use the tools that are most advantageous on a particular com- 
modity-by-commodity, country-by-country basis. 

From a broad perspective, U.S. agriculture and the rursJ econo- 
my can benefit more from flexibility them from rigidity on these 
export programs. 

Thank you. 

[The prepared statement of Mr. Sumner appears at the conclu- 
sion of the hearing.] 

Mr. Rose [resuming chair]. Thank you, sir. 

Mr. Randall Green, Deputy Under Secretary for International 
Affairs Commodity Programs. 

STATEMENT OF R. RANDALL GREEN, DEPUTY XJNDER SECRE- 
TARY, INTERNATIONAL AFFAIRS AND COMMODITY PROGRAMS, 
U.S. DEPARTMENT OF AGRICULTURE 

Mr. Green. Thank you. Let me offer just a couple of supplemen- 
tary thoughts. World agricultural trade in high-value products has 
been, as we know, increasing at a faster rate than trade in bulk 
commodities for some years. Today, high-value products account for 
more than 70 percent of total world agricultural trade. 

U.S. agricultural exports are more evenly balanced, and that re- 
flects the traditional strength of U.S. agriculture in efficiently pro- 
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ducing large volumes of bulk commodities. But it is still true that 
by 1991 our high-value exports had climbed to a record $20,600 mil- 
lion. That was nearly a 70-percent increase from the decade and 
the first time I might say that U.S. high-value exports exceeded 
bulk commodity exports. 

Indeed, for 1991, 53 percent of U.S. agricultural exports were 
high-value emd it appears that in 1992 that percentage will climb 
to 57 percent. That compares to only 47 percent high-value as re- 
cently as 1987, Since 1985, growth rates for U.S. high-value exports 
have averaged nearly 10 percent a year. Just a couple of examples. 

Red meat exports have risen 108 percent in the last 5 years. 
They set a record high of more than $2,800 million in 1991 but al- 
ready in the first 5 months of this year, red meat exports are run- 
ning 12 percent ahead of that pace. U.S. vegetable oil exports to 
which a great deal of attention has been paid totaled $640 million 
last year. That was up 13 percent from 1987, but so far in 1992 veg- 
etable oil exports are up 53 percent compared to the pace of a year 
ago. 

Poultry meat exports also set a record last year at $818 million, 
up more than 100 percent in the last 5 years. Exports of eggs and 
egg products have risen 63 percent in the last 5 years and dairy 
product exports, although last year they were down, have surged 
back this year. They are almost double last year's level, 

Mr. Chairman, we appreciate very much the continued interest 
of the Congress in efforts to expand U.S. exports of processed and 
other high-value products. USDA shares these goals. Products des- 
ignated as high-value receive around 29 percent of the total sup- 
port provided by USDA through all of its different export pro- 
grams, more specifically, for fiscal year 1992 measuring by sales 
veilue, which is, in my judgment, the most accurate way to meas- 
ure, 24 percent of allocations under the GSM-102 program have 
gone to high-value products, 30 percent of the Public Law 480 pro- 
gram, 57 percent of the section 416(b) program. 

For the former Republics of the former Soviet Union of all cumu- 
lative allocations of GSM-102 in the last 2 fiscal years, 21 percent 
have been for high-value products. For Russia specifically, 24 per- 
cent of those allocations have been for high-value products. For the 
Export Enhancement Program and its very similar programs, the 
DEIP, SOAP, and COAP for dairy, sunflower, and cottonseed oil, 
respectively, 16 percent of sales value has gone for high-value prod- 
ucts in fiscal 1992 so far. 

EEP bonuses this fiscal year have supported exports of over 
343,000 metric tons of vegetable oils. That is more theui double the 
sales volume for all of 1991. It will soon set a record h^h in terms 
of tonnage. Sunflower oil sales under SOAP have also reached a 
level substantially more than during all of 1991 aa has cottonseed 
oil. 

One program I would like to mention as well which doesn't 
always get discussed in this context is the Market Promotion Pro- 
gram that provides cost-sheu-ing funds to treide organizations to pro- 
mote U,S. food and other agricultural exports. And of the $200 mil- 
lion we allocated this year, nearly 80 percent or that is targeted to 
high-value products. That is one of the reasons that we supported 
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in the President's budget the continuation of the funding level for 
that program. 

Mr. Chairman, currently high-veilue products are the fastest 
growing component of our exports. They account for more than 
half of the total as I have said. Our export prt^rams give a high 
priority to promoting these high-value products. In allocating our 
program resources, we will continue to provide strong support for 
high-value exports as part of our overall effort to expand markets 
for agricultural products, to protect our competitiveness, and to 
maintain our position as the world's largest ^ricultural exporter 
Nation. 

I do ^ree with Dr. Sumner though that programming decisions 
ultimately are best made on a ceise-by-case basis, taking into ac- 
count world market developments, supply and demand, competitor 
policies, and customer needs, needs that are of the buyers in the 
importing countries. I will not say that I am fully satisfied with 
our progress on value-added exports. 

I will say that we are promoting high-value products in our pro- 
grams much more e^gressively and with substantially more success 
than is often recognized. I suppose that since coming to the Depart- 
ment not so long ago, I have gained a little greater appreciation for 
the complexities and the exigencies of running these programs 
than I had before. And when you are looking at specific bids, when 
you are looking at specific prt^am decisions and specific sales, you 
gain a new appreciation, I think, for the need for a little bit of 
flexibility. 

Not an infinite amount, nor would we ask for that, but for a 
little bit of flexibility because, as has been often pointed out, we 
don't want promoting one kind of export to end up hurting an- 
other. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Green appears at the conclusion 
of the hearing.] 

Mr. Rose. "Thank you very much. 

Ms. Manfredi, Principal Analyst, Budget Analysis Division of 
CBO. 

STATEMENT OF EILEEN M. MANFREDI, PRINCIPAL ANALYST, 
BUDGET ANALYSIS DIVISION, CONGRESSIONAL BUDGET OFFICE 

Ms. Manfredi. Thank you, I am pleased to be here today to sum- 
marize CBO's statements on H.R. 4279. The bill requires earmarks 
for both the export programs as we have heard. We believe that 
the mandate of the bill is stronger than what is in current law. 
Current law doesn't have a mfuidate. Current law only applies to 
the E£P program and establishes an objective. 

We believe that the Secretary, based on the language of this bill, 
would operate differently and would expand or in some way in- 
crease the exports of high-valued products to meet the targets set 
in this bill. Since the targets in this bill are roughly 10 percentage 
points higher than what is in our CBO baseline, we think that 
there would be costs from this bill. 

Now, we believe the mandate could be met in two different ways, 
and both of those ways, we believe, would have budget costs, llie 
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first way the mandate could be met would be to expand both of 
those export programs. That is to keep the same amount of exports 
that are being subsidized right now under those programs of raw 
commodities, but to do additional funding for high-valued products. 

If that were done, we believe that the costs would be basically 
the subsidy costs of those export programs. Obviously you wouldn t 
lose any raw commodity exports if the mandate were carried out 
that way, but you would be increasing subsidy costs for the high- 
valued products. If that were done, we believe the costs could be 
something like $200 million a year. Perhaps there could be some 
offsets, because obviously if those high-valued products do contain 
raw commodities, we realize there would be some program savings. 
But on the other hand, the Secretary does have the discretion in 
future years to reduce the Acre^e Reduction Program for any 
commodities for which demand is increasing. So we believe that ba- 
sically the subsidy costs would have to be met if additional funding 
were spent. 

Now, that is not the basis we used for our scoring because we be- 
lieve the other way of meeting the mandate is the way the Secre- 
tary would operate, and that other way is to substitute within the 
current levels of the credit programs that we have now, and that 
would be to substitute for more high-valued products and away 
from exports of raw commodities, such as wheat and feed grains. 

Now, the reason we believe there would be costs in substituting 
is that there is a large price and subsidy discrepancy between the 
subsidies that are offered on high-valued products and those that 
are offered on raw materials, which would mean that the raw com- 
modities would end up being exported to a lesser extent through 
the substitution. And an example that we used in our statement 
was the subsidy for wheat as a raw commodity being roughly $50 a 
metric ton, whereas that for flour is roughly $100 a metric ton. 

So if $100 were spent, the Department could export 2 tons of raw 
wheat or 1 ton of wheat flour. Now, that wheat flour has come 
from 1.36 tons of wheat itself, so what you end up with is for $100, 
you could export 2 tons of raw wheat directly or you could export 
the equivalent of 1.36 tons of raw wheat as flour. If you do that, 
you are going to lose out on some of the raw wheat that you would 
have exported. It is roughly a 30 percent loss, emd that is true for 
various combinations of commodities. 

If you export meat, obviously there is some feed demand incorj)0- 
rated in that meat, but the amount of com you are exporting 
through your meat subsidies is a lot less than the amount of corn 
that would be exported if com were exported directly. 

Now, what that means is therefore that there are less exports of 
a raw commodity and that there are price consequences and defi- 
ciency payment costs. In the out years, obviously the Secretary can 
to some extent compensate by adjusting the Acreage Reduction 
Program. If the demand is falling, he could raise the Acreage Re- 
duction Program. 

So therefore, we have not scored any costs in the out years be- 
cause we realize various combinations could be used and various 
adjustments could then be made, and we are not sure what would 
happen to costs. But in the short term we feel that since the wheat 
ARP is locked in for 1993; it has already been set and it can't be 
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adjusted, that if Euiy wheat is substituted for, there would definit«- 
ly be a cost, and the epecific examples we used of the $55 million in 
fiscal year 1993 and the $30 million in fiscal year 1994 come from a 
wheat flour for wheat eubstitution. 

Those costs are relatively low because you don't lose as much 
wheat if you are substituting wheat flour as you would, say, for 
fruits or vegetables or some other high-valued products. Specifical- 
ly we assumed roughly a 4-cent loss in prices for wheat in 1992 and 
1993 crop years and it is the costs essentially for the 1993 crop year 
that are reflected here. 

Another point I would like to make is that if the Secretary did 
actively try to reach this target, he may have to raise the subsidies 
above what is already being offered, so there may be additional 
costs to try and induce countries to taJce high-valued products. 

Another point that has also been mentioned is we do not score 
for any savings that could be generated because of secondary im- 
pacts, any impacts on employment, taxes, GNP, and so forth. That 
is the CBO's rule and we really don't have any basis for doing that. 
That concludes my remarks. 

Thank you. 

[The prepared statement of Ms. Manfredi appears at the conclu- 
sion of the hearing.] 

Mr. Rose. Allan Mendelowitz, Director of International Trade 
and Finance, GAO. 

STATEMENT OF ALLAN L MENDELOWITZ, DIRECTOR, INTERNA- 
TIONAL TRADE AND FINANCE ISSUES, U.S. GENERAL ACCOUNT- 
ING OFFICE 

Mr. Mendelowftz. Thank you, Mr. Chmrmem. With your permis- 
sion, I will submit a full statement for the record. 

Mr. Rose. So ordered. 

Mr. Mendelowftz. I am pleased to be here today to discuss the 
Government's role in exporting high-value agricultural products. 
There are a number of good reasons why HVP exports should be 
considered by the U.S. Government for export promotion assist- 
ance. The HVP share of world trade was about $160 billion in 1990 
which represented about 75 percent of global agricultural trade. 
World HVP trade is continuing to grow more rapidly than bulk 
trade, although HVP exports are expanding more slowly than 
world trade nonagricultural products, and HVP export growth is 
expected to continue as world income rises. It makes sense to 
pursue growing markets. 

HVP products are more easily differentiated through advertising, 
marketing, and product development. These are activities in which 
the United States may have a comparative advamtage. 

Some HVP products may be subject to fewer swings in price and 
demand as compared to bulk products, and thus may offer far more 
stable market outlets. And promoting HVP exports offers the 
United States an opjwrtunity to redirect its approach to agricultur- 
al exports from a production orientation, which moves surplus pro- 
duction to overseas markets, toward one that is market based and 
responsive to international demand and U.S. competitiveness. 
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The United States spends considerable money on export promo- 
tion, however, there is no national guide as to how these funds are 
used. In evaluating the USDA's export promotion activities, it is 
important to examine how they fit into govemmentwide efforts to 
promote U.S. products in world markets. 

Presently, 10 Federal Government agencies offer programs to 
help businesses b^in exporting or to expand their exports. In fiscal 
year 1991 these Etgencies spent about $2,700 million on export pro- 
motion programs and approved about $21,400 million in export 
loans, credit guarantees, and insurance. 

However, these export promotion programs are not funded on 
the basis of any govemmentwide strategy or set of priorities. For 
example, while eigricultural products constitute only about 10 per- 
cent of U.S. exports, USDA spent about $2 billion on export promo- 
tion in fiscal year 1991. In other words, USDA spent almost three- 
quarters of the Government's outlay on export promotion. 

In our recent report to the House Committee on Government Op- 
erations, reviewing the resources of all Federal Government agen- 
cies involved in export promotion, we recommended that Congress 
require all export promotion programs to be integrated into a gov- 
emmentwide strategic plan and funded in a manner consistent 
with the priorities given them under the plan. 

The importance of strategic planning was recognized in the Food, 
Agriculture, and Conservation Act of 1990 which required USDA to 
develop a long-term agricultural trade strategy and required a 
report to Congress on the long-term, trade strategy by October 1, 
1991. More than a year ago I testified before this subcommittee 
that the USDA's Agricultural Marketing Service and Foreign Agri- 
cultural Service were in the final stages of developing new strate- 
gic plfuis. Despite last year's expectations, the plan has not been 
completed. According to USDA ofHcials, efforts to complete it have 
foundered because of methodological weaknesses and conceptual 

On February 24, 1992, USDA notified Congress that it does not 
plan to publish a long-term agricultural trade strategy report, but 
will continue to work on developing this strategy. The lack of 
progress by USDA in completing a long-term agricultural strategy 
to guide the funding, design, administration, and organization of its 
agricultural export efforts is unfortunate. Without such a plan, it 
is difficult to establish what support USDA should give to HVP ex- 
ports. 

With respect to H.R. 4279, the declared policy of this bill is that 
the U.S. share of world trade in processed and high-value agricul- 
tural products be not less than 15 percent. If intra-EC trade is ex- 
cluded from the volume of world trade, as we believe is appropri- 
ate, then this goal was already accomplished in 1990. The USDA's 
Economic Research Service recently estimated that the U.S. HVP 
exports accounted for 15.6 percent of world HVP trade in 1990, 

Of some concern to us is the potential that USDA will not use its 
export promotion budget effectively in response to the bill's per- 
centage goal for export assistance. While we believe there are good 
reasons to support increases in HVP exports, the level of support 
and the specific types of programs to assist HVP exports should be 
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based on an overall agricultural trade strategy that, in turn, is one 
component of a governmentwide export promotion strategy. 

For example, EEP may not be the b«Bt way to assist HVP ex- 
ports. By mandating that a set percentage of the programs' funds 
be made available for HVF's, there is no assurance that the funds 
will be spent as effectively as possible. Attractive export opportuni- 
ties in bulk commodities may be foregone in order to maintain the 
minimum proportion of assistance sought in the act, or assistance 
to HVP exports that do not represent a good use of program re- 
sources may be made simply to maintain the ratios. 

Our reviews of the Targeted Export Assistance Program and the 
Market Promotion Prc^am highlighted how program funds can be 
wasted when more money is available than can be effectively used. 

As I stated earlier, we believe there are good reasons for the Gov- 
ernment to be interested in promoting the export of HVP's. Howev- 
er, there is considerable confusion over the nature of the economic 
benefits of HVP's. Although a 1989 ERS staff study, "Exporting 
Processed Instead of Raw Agricultural Products," is frequently 
cited to support the proposition that the economic benefits of HVP 
export promotion exceed those of bulk exports, we think that its 
analysis does not support such a conclusion. 

The claimed benefits are based on key assumptions that render 
the study's conclusions unrealistic, and the study should not be 
used as a primary basis for Government export assistance for 
HVP's. 

The ERS study concluded that if its assumptions hold, a prize 
awaits a nation that successfully exports HVP's. For example, if, 
instead of exporting $1 million of wheat, the United States turns 
wheat into flour that is then exported, the domestic economy might 
geiin $9 million in business activity, employment for 109 workers, 
and incre£ised tax revenues. 

However, the ERS study qualifies its conclusions by stating that 
the computed output and employment effects should be viewed as 
potentially available and represent the maximum effect of in- 
creased exports. 

The requirements for achieving this maximum effect are strin- 
gent and unlikely to be realized. First, for its computations, ERS 
assumed that the United States would face a new and permanent 
increase in HVP export demand. However, as the study pointed 
out, there is no assurance that just because the United States 
wants to export more processed products other countries will buy 
them. 

And second, ERS assumes that all the inputs, including capital, 
infrastructure, and any labor needed to transform a bulk commodi- 
ty into an HVP export, are currently unemployed. With this as- 
sumption, HVP exports can be increased without affecting input 
prices or taking inputs away from other sectors of the economy. 

The ERS study assumes that there is no opportunity cost to in- 
creasing HVP production and exports, i.e., no other production will 
have to be given up. Simply put, the alleged gains from an increase 
in HVP exports in place of bulk exports is derived entirely from 
the assumed productive efforts of unemployed workers and capital. 
With such an euialytical approach, the mo6t economically beneficial 
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export will always be the one that uses the most unemployed re- 
sources. 

In concluBion, we believe that promoting HVP's has merit but 
the amount of Federal funds to be spent on HVP assistance and 
how they should be used should not be determined in isolation. 
What we think is most important is that a long-term agricultural 
trade strategy be developed and integrated into a comprehensive 
governmentwide export promotion plan in order to assure that 
public resources are effectively used. 

Mr. Chairman and members of the subcommittee, this concludes 
my summary statements and I will be happy to try to respond to 
any questions that you might have. 

[The prepared statement of Mr. Mendelowitz appears at the con- 
clusion of the hearing.] 

Mr. Rose. Thank you. For Randy Green or Dan Sumner, where is 
the trade strategy that was required by the farm bill and was 
promised to us during last year's HVP hearing? 

Mr. Green. Mr. Chairman, a very substantial body of work has 
been done on that. It is correct that there has not been a plan pub- 
lished, but we have had a lot of sessions on it. Most recently, a sev- 
eral day off-site meeting that involved last month the Under Secre- 
tary, Dr. Sumner, and myself, the Acting Administrator, and clear- 
ly all of the other top management of FAS, and I guess I see it as 
somewhat less of a Hxed document than a dynamic management 
tool, because it seems to me that we have used the results of what 
we have come up with in a variety of ways. We have used it in 
budget preparation because, as we look at the 1993 budget, the pri- 
orities we have come up with have been reflected there. 

We are now planning for the fiscal 1994 budget. The same is 
true. We have used the strategies, including the identification of 
growth markets, in frankly looking at some contingency planning 
in the event that the money is not there for all of the offices over- 
seas that we now have, because in all likelihood, we are going to 
have to do some consolidations there given budget realities. 

We have used it in program allocations and in the priority that 
is given by the Under Secretary's office, the Administrator's office, 
and everybody else to specific EEP initiatives, to specific GSM- 102 
allocations and so on. And so I guess what I would say is 

Mr. Rose. All right, that is fine. If it is a dynamic management 
tool, as you described it, it obviously heis some direction to it and 
we are not really sure what that direction is. I would appreciate it 
if you could provide the subcommittee as soon as possible with 
some memo that gives us some understanding of just which direc- 
tion this dynamic man^ement tool has taken, please, sir. 

Mr. Green. Mr. Chairman, I would be glad to do that. If you 
would like, I could give you a couple of points now. 

Mr. Rose. No. I want you to send something to me. And given 
your record of implementing the farm bill, would passage of H.R. 
4279 make any difference at all? 

Mr. Green, We think it would, else we would not have expressed 
some of the concerns we have about the rigidities. I have pointed 
out that when you actually look at some of these programs, it 
seems to me that we are doing a substantially better job than is 
sometimes supposed. The EEP percentage does not hit 25 percent. 
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which is the goal in the farm bill, but it hits, it seems to me, the 
percentage, at least right now, that is the maximum attainable 
given the realities of the market, but we are trying to improve it. 

Mr. Rose. Where did the section 22 commodities currently stand 
in the North American Free-Trade Agreement talks with Mexico? 

Mr. Gbeen. I have not personally been working on that. I can 
tell you substantial pr{^ess has been made in the NAFTA taJks in 
recent weeks, and although we don't have an eigreement yet in ag- 
riculture, nor do we have an overall agreement, things are lookii^ 
fairly good and our concern with respect to the section 22 commod- 
ities has been to look at them individually and try and make sure 
that we get balanced agreements with the Mexicans that take our 
interests into account and preserve our ability to administer our 
laws while also respecting the requirements of the free-trade agree- 
ment. 

Mr. Rose. I don't think that answers my question. Give me — just 
pick one commodity that you are aware of. I didn't ask you were 
you directly involved with it, but you certainly have some responsi- 
bilities in this area and you ought to know what is being consid- 
ered to be done with section 22 commodities. Are we going to give 
away the section 22 protection? 

Mr. Green. No, sir. I would note, there is a briefing on Thursday 
for this committee and its members on the NAJTA and exactly 
where we are. I am being a little reticent in part because, at 
course, we have preferred to do this in executive session with the 
Members when we get into great detail as we do similarly with the 
APAC for the commodity groups. 

Mr. Rose. All right. That is a pretty good out. Mr. Roberta. 

Mr. Roberts. Yes, thank you, Mr. Chairman, Mr. Sumner, and 
Mr. Green. Mr. Sumner, have you explained to Senator Kerrey the 
difference between cash basis and accrual accounting yet? 

Mr. SoMNER. We have been corresponding with the Senator. 

Mr. Roberts. I appreciate that. That might be the subject of a 
future hearing. You are not going to anticipate because of that we 
have the IRS really auditing every farmer now saying they are 
cheating on their taxes? 

Mr. SoMNER. That is certainly not a proposal we are making. 

Mr. Roberts. I know IRS wants to get rid of the cash basis. I 
hope that doesn't develop. That is just an aside from this hearing, 
Mr. Chairman. What would happen if — if every year you are com- 
plaining about the quarterly reports and all of the reports that we 
ask you to come up with here, but what would happen if you have 
the annual level for each country up front and then also had the 
Secretary obviously have the ability to approve additional 
amounts? Would that help you? 

I mean, we have a pretty good idea of how much wheat or flour a 
particular country will annually purchase. I am just wonderir^ if 
we would announce up front rather than getting into the quarterly 
reporta, and on a nonincremental basis the Secretary could approve 
additional amounts? 

Mr. Sumner. Let me make an attempt to see if I can understand 
what you are saying, then I will turn it over to Under Secretary 
Green to deal with some of the program operation aspects. This 
proposed legislation has within it a quarterly report with analyses 
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about what has been accomplished in the trade programs of the 
previous quarter. We have some problems with that, partly because 
the data simply tu-en't available for meeting the deadlines. There 
are also some analytical problems. 

As I think you are aware, both with GSM and the EEP program, 
it is very difficult, if not impossible, to announce the accomplish- 
ments of those prc^ams commodity by commodity, country by 
country before the year begins. People just don't Imow ahead of 
time what they are willing to buy and at what price and at what 
bonus levels. So I may misunderstand. 

Mr. Roberts, No, you are talking about the historical data. What 
I am upset with is the Trade Policy Review Group, more particu- 
larly General Scrowcroft, who is trying to think it is his grant in- 
stead of the farmers. I think it has contributed to the loss of consid- 
erable sales because of the delays. 

So we have had a suggestion that the USDA fmnounce a weekly 
bonus level. 1 don't think that is a good idea. I am just asking 
about the possibility of having the EEP initiatives approved at the 
beginning of the marketing year, and we have a pretty good expec- 
tation of what a country would annually purchase, and then put 
that out and you would provide some consistency, some predictabil- 
ity to the trade. And then if the Secretary obviously would be push- 
ing for some additional amount, would that be a help, rather than 
the quarterly reports that we mandate you fill out where you don't 
have the proper information and we beat you about the head and 
shoulders when you don't have it? 

Mr. Sumner. Let me suggest that with respect to the inner- 
agency process and operation, I turn that question over to Mr. 
Green. 

Mr. Green. I think it is a good suggestion and it has considerable 
merit. It won't, if it were to be implemented, or wouldn't, if it were 
to be implemented, solve 

Mr. Roberts. I like that answer. It has been suggested a specific 
dollar amount as opposed to a percentage might resolve part of 
this. Is that a good idea or not? 

Mr. Green. That I would want to think a little bit more about 
because you get into whether it is more appropriate to look at 
these things on the basis of the dollars involved in the bonus or on 
the basis of the sales value or sales volume. We would have a little 
bit of a problem with fixed, absolutely rigid goals, dollar amounts, 
or percentages however they were cast, I think. 

I took your original question to be one more of the timii^ of ini- 
tiatives and when they were announced and how they were taken 
through the process than anything else, and that was where I said 
I think that is a constructive suggestion. 

Mr. Roberts. Ms. Manfredi, I appreciate your testimony but you 
put a little rain cloud on this whole program. You don't talk to 
0MB in your off time. Do you share the rain when we are talking 
about this? 

On pages 5, 6, and 7, you are going on here about. we expect the 
Secretary would offset any possible increase in market price in- 
duced by the increased feed demand by lowering the required acre- 
age reduction, and you are making the point here that if we give — 
or if we are able to fund these programs and we move in strong 
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support of the HVP program, it will reduce, and I think you say, 4 
cents would result at the country elevator in terms of wheat and 
then an increased deficiency payment. 

And that is the answer I think really that Mr. Jontz was looking 
for from our other colleagues, that we are getting a lot of heat 
from 0MB and that it is going to result in some Treasury exposure. 
At the same time we are talking about a balanced budget and 
budget restrictions and all that. I guess my question is, this is in a 
vacuum here. We are talking about budget exposure and how, if we 
spend more, there are more revenues coming in. Then we get into 
all the budget guesswork here. 

If we do, in fact, lower the set-aside — or pardon me, increase the 
set-aside to ostensibly increase the price, we lose market share. We 
have gone from 52 percent of the world wheat market to 28, Now 
we are back up to 34, and I had a note here somewhere provided by 
my staff that I have now lost in terms of what a wheat farmer with 
1,000 acres out in Kansas could expect if we increased the set aside 
and lost production even though the price may raise a little bit, 
and it is about, I think, $160,000 — what was the figure? It v/aa 
$1,600 in terms of 1,000-acre wheat production. 

So on one hand you are saying, yes, let's move to HVP, but it is 
going to cost you more, but not to worry, the Secretary can in- 
crease the set-aside, and also not to worry, there is increased feed 
demand. But in the meantime, that wheat farmer in Kansas loses 
money and we lose market share which indicates to me this is a 
heck of a lot more complicated than any very eeisy strategic plan 
here. 

Now, I have made a speech. I haven't asked you a question but 
would you care to comment on that? My time is up as well, Mr. 
Chairmein, but could we have Ms. Manfredi sort of comment on my 
"Rambling Rose" comments? 

Ms. Manfredi. I agree. It would have implications to the farm- 
ers. My point about the acreage reduction adjustments is from a 
budget point of view. The Secretary can, if the price tends to be 
fsilling, can raise the acreage reduction set-aside which would get 
the price back to where we had expected it to be, and therefore he 
could keep the budgetary exposure minimized or zero. 

However, the farmer is going to see a problem to the extent that 
there is less permitted planting acres. So it does have an impact on 
the farmer. The idea would be to keep prices where we were ex- 
pecting them previously. 

Mr. Roberts. Mr. Chairman, my time is up. I do have a speciftc 
question for Mr. Mendelowitz. He would be very upset if I didn't 
ask him a tough question. 

Mr. Jontz. We will have a second round. 

Mr. Roberts. I will ask him in the second round. 

Mr. Jontz. Let me recognize the gentleman from South Dakota 
for any questions he may have. 

Mr. Johnson. Thank you, Mr. Chairman. Just to shed a bit more 
perspective on the pr(^ess or lack of prc^ess on sales of high- 
value agricultural products, let me ask Under Secretary Randy 
Green, you expressed some satisfaction that the U.S. exports m 
high-value agricultural products now exceed bulk commodity sales, 
but isn't the fact that high-value exports exceeded bulk last year 
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due largely to a decline in the value of bulk exports more than any 
great increase in the amount of high-value sales; that we had some 
increase in high-value sales but what we really experienced was a 
plunge in the value of bulk exports by almost $4 billion and that is 
what really has created this perception we are making all kinds of 
money on these sales. 

Mr. Green. That is partly right, partly wrong. If you look at, say, 
a 10-year time horizon, the trend has been somewhat down in bulk 
commodities. That is one of the reasons we are in favor of high- 
value products, but between 1990 and 1991, for example, consumer- 
oriented U.S. agricultural exports grew from $9,700 million to 
$11,400 million, so it wasn't — it wasn t that every psul; of that was 
due simply to a decline in bulk. 

Moreover, during the 1980's and up through 1991 we had, I be- 
lieve, it was a cumulative 70-percent increase in high-value prod- 
ucts. In dollar values, I mentioned that the average growth in 1985 
has been 10 percent. So what you say is partly true, but the story 
looks better than sometimes is supposed even when you look at dol- 
lars as opposed to percentages. 

Mr. Johnson. You also noted that United States high-value ex- 
ports have grown in recent years in the range of 40 percent, but 
isn't about three-quarters of that increase in horticultural prod- 
ucts, fruits and nuts and other products that do not face direct sub- 
sidized competition from the EC? 

Mr. Green. I don't know what the relative share is off the top of 
my head, but I can tell you a fairly substantial portion is, in fact, 
in those more consumer-oriented products. But, again, I don't nec- 
essarily see that as a sign of a problem. It may be a sign of an op- 
portunity because there are some, after all, that tell us there are 
still some products out there that we can sell without subsidies. I 
would regard that as a good thing. 

I would note, though, if you get into s[>eciflc commodities, and 
particularly, let's say, intermediate process commodities, we have 
seen growth there too. I mentioned growth in vegetable oil exports 
compared to 1991 and there are other examples as well. 

So it hasn't just been that horticultural products or something 
else has been leading the way only by itself, but certainly we have 
seen growth in exporte of products that don't require subsidies, and 
meat is another example. 

Mr. Johnson. Yes. 

Mr. Sumner. Before we pass this point, I don't wemt to leave you 
with the impression that the European Community does not subsi- 
dize horticultural products. They are subsidizing everything from 
wine to canned peaches. Some of the grains and oilseeds get a lot 
more publicity, but their subsidy programs are much broader than 
ours and much deeper than ours. They are subsidizing everything 
under the Sun and it is something we ought to remember. 

Mr. Green. Dr. Sumner is of course right. I was referring to the 
fact that we can still export a lot of these products without subsi- 
dies but we face like $1,500 million of subsidies to high-value prod- 
ucts. We need to address that. We have to address unfair trade 
practices in high-value products that are not price based, that is, 
that don't simply result from somebody dumping a product. This 
could be something like food scarcity in some importing countries 
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that are used to keep our products out unfetirly. For that, these 
price-based subsidy programs aren't always the best way to go. 

Again, the market promotion program or something similar can 
sometimes be a better way of getting at those kinds of problems be- 
cause it allows you to do education work, it allows you to do promo- 
tion, and that again is one reason that I have hit several times on 
our belief that the HVP ought to be funded more generously than 
has been the case thus far in the appropriation process, because 80 
percent of its money goes to high-value products. 

Mr. Johnson. It also appears that we are making greater 
prc^ess thfm we are, perhaps, but even in the issue of vegetable 
oil that you cite as a sharp rise in export sales, are you comparing 
this increase to 1991, which is one of the lowest years for vegetable 
oil exports in the past two decades? 

I wonder if it would be more meemingful to compare export level 
compared to exports, say, in the early to mid-1980's. 

Mr. Green, hi my testimony, on page 2, I note that vegetable oil 
exports of all kinds had increased 13 percent since 1987. And you 
are right that 1991 was a low year. So that is why I don't only cite 
the prt^ess from a year ago, but I think it is legitimate to cite the 
pn^ess from a year ago as well as long as you put it in context 
because to me it demonstrates that we saw pretty clesirly we had a 
problem and we have been acting to address it. 

The pace of sales under that program has risen. The pace of sales 
under the similar but distinct COAP and SOAP programs for sun- 
flower and cottonseed oil has also increfised. 

Mr. Johnson. Mr. Chairman, my time is about expired. I yield 
back. 

Mr. JoNTZ. Let me recognize the gentleman from Illinois, Mr. 
Ewing. 

Mr. EwiNG. Thank you, Mr. Chairman. This area is somewhat 
new to me, but a question that comes to my mind for Mr. Green 
is — or any of the panel, but while we are involved in the GATT ne- 
gotiations, how does that affect [Mtential policies for export en- 
hancement programs in the future by this country or the European 
Community. 

Mr. Green. Well, in two basic ways. First, using the EEP a^res- 
sively is an important part of our negotiating strategy. Second, the 
shape of the final agreement if and when there is one could affect 
our future export programs. 

For example, the Dunkel text would require that sd\ countries, 
not just us, reduce by 36 percent the budgets and by 24 percent the 
volumes subsidized under direct export subsidy programs. 

Mr. Ewing. Your first comment, I didn't understand it or didn't 
hear it. 

Mr. Green. I had stated first that an important part of our n^o- 
tiating strategies, as long as the Europeans and other subsidizing 
exporters are going to keep dumping commodities onto the world 
market, we will continue to use the EEP ^gressively. 

Mr. EwiNG. Do the negotiations talk about a 30-percent reduc- 
tion in the export enhancements programs of this country and of 
the European Community? 
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Mr. Green. A 36-percent reduction by budget and 24 percent by 
volume, and the last thing you said is the most important because, 
of course, it requiree it of everybody else, not juat to ub. 

Mr. EwiNG. If we are spending less on programs for export en- 
hancement, would we be locked into reducing ours from a lower 
level while the European Community, if they are spending a great 
deal more, will be reducing theirs and they will be at a higher level 
even though reduced? 

Mr. Green. The required reductions are against a base period. 
Dr. Sumner has performed a fairly thorough analysis of the 
Dunkel text. I might like to see if he would comment on that par- 
ticular question. 

Mr. Sumner. I think all the aneilysis done anywhere in the world 
has emphasized not the importance of the budget numbers, which, 
£18 a matter of fact, likely won't be binding, but the quantity num- 
bers in the export subsidy disciplines. And in fact, if there is a dis- 
tance between us and the Euroi>ean Community, it is on the 
volume estimates. 

In that case — and that is important because in fact we have sub- 
sidized roughly the same number of tons of wheat, for example, as 
the European Community has. We have done it at much lower 
budget costs because they have had much higher internal prices. 
They have a much higher cost of production for most commodities. 

So we start from roughly the same level in tonnage, but let me 
also emphasize that the key point is not where you start from, but 
what the effect is on the country of origin. 

All the anedysis I have seen in the stuff that we have done at the 
U.S. Department of Agriculture suggests that the United States 
can be very successful exporting without subsidies so long as other 
countries back off their subsidies as well. The European Communi- 
ty, given their high cost structure, will, in fact, be in a position of 
reducing their production, whereas we will be in a position of 
having to take advantage and expand our market shares and 
expand our overall market levels, that is, export levels. That is the 
conclusion of our work. It is also the conclusion of the work done in 
the European Community and other places around the world. 

Mr. EwiNG. I think that is a very important point, at least to me 
if we ever get to the point of considering a GATT treaty, that we 
don't lock ourselves into a situation where we are not competitive 
because we weren't competitive before in programs like export en- 
hancement. I would yield back the rest of my time, Mr. Chairman, 
and — to my colleague. Congressman Roberts who is looking for em- 
other question. 

Mr. Rose [resuming chair]. Mr. Jontz first and then 

Mr. Jontz. Thank you, Mr. Chairmsui. Mr. Green, I found your 
explanation with regard to why you haven't told the Congress 
about the Nation's long-term agricultural trade strategy very poor. 
I appreciate that there is a Federal resources section which you in- 
voked in telling the Congress last February you didn't intend to do 
this, but as I understand it, there is no concurrence from this com- 
mittee or the Senate committee which is necessary to use that sec- 
tion. 

And quite frankly, given the interest in this issue, I would think 
you would be eager to tell the Congress and the public what you 
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are doing, euid I am skeptical, bb I believe three-quarters of the 
people in this room are, that the reason you don't want to tell the 
Congress or the public what you are doing is that you don't have a 
strategy that amounts to very much at all. 

Now, let's take the issue of pork. Can you present to this subcom- 
mittee a paper that you have prepared that explains what our 
goals are in terms of exports, what are our strategies, what mar- 
kets we are trying to penetrate, and how we plan to do it? Do you 
have such a paper? 

Mr. Green. We have prepared materials on pork and on other 
commodities. I had earlier promised to provide some things in writ- 
ing to the chairman and will do that but I also offer — I will renew 
the offer now. If you would like me to talk about at least the goals 
that I see in our agricultural trade strategies, I would be glad to do 
that. 

Mr. JONTZ. Let's just talk about pork for a minute. What is our 
goal for pork? 

Mr, Green. I think the goals for pork would be similar to what 
we find in other commodities, but — and more particularly it would 
deal with some of the — it would deal with some of the kinds of new 
trade barriers that I was talking about earlier, the ones that are 
based sometimes on spurious health standards, not just on priced- 
based competitions. 

Mr. JoNTZ. What are the markets we are trying to benefit from 
and what are our goals for these markets? Is this written down 
somewhere? 

Mr. Green. There is, as I had said, quite a bit of internal work 
and it is at vaiying stages of completion and there are numerous 
drafts that would have evolving numbers for all of these commod- 
ities. 

Mr. JoNTZ. That means absolutely nothing. If you tell me this is 
in progress, to me that means we don't have a goal and we don't 
have a strategy, and if these papers exist that do include these 
things, why don't you put them together and send them here and 
fulfill the requirements of the law? 

If you have all these things, and this is truly a dynamic manage- 
ment tool, what is so difficult about taking this and making it a 
fixed document? What is the problem with that? 

Mr. Green. We have stated, as has been pointed out, that we 
have looked at all of the studies that are required under the farm 
bill and we have arranged those by priority. Not publishing some- 
thing or not publishing something in a particular pertod of time 
doesn't mean you aren't working on it. 

I have talked quite a bit about some of the work that we 
have 

Mr. JoNTZ. It is 9 months overdue. I suspect you don't have it 
anywhere written down on paper and I challenge you to bring this 
forward with regard to pork, numbers and goals in terms of what 
you believe we should be exporting, where you believe we should be 
exporting it to, and how you see us to get from point A to point B. 

I don't believe you have those things. You have papers in 
progress, you have research that you are doing, you have internal 
reviews, but I don't think you honestly have any goals established. 
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When was the last time you met with the pork producers to discuss 
this with them? 

Mr. Green. I had a meeting with the representatives of the pork 
producers about 2 weeks ago. 

Mr. JoNTZ. Do they understand that you have specific goals? 

Mr. Grken. It was not specifically on the long-term agricultural 
trade strategy. It was to talk about several things, but closely relat- 
ed. 

Mr. JoNTZ. Have you reached some agreement with them about 
what our goals should be for this next year for pork exports and 
how we are going to achieve it? Do you have some understanding 
with them about this matter? 

Mr. Green. I have not reached agreement with them on specific 
numbers. 

Mr. JoNTZ. Have you discussed it with them? 

Mr. Green. I have discussed it, and I think in more depth our 
staff have discussed with them exports, strategies, trade, and all of 
those things. 

Mr. JoNTZ. That is wonderful, but you don't have any specific 
goals that you have discussed with the pork producers? I think 

Mr. Green. Excuse me. Go ahead. 

Mr. JoNTZ. No, go ahead. 

Mr. Green. I have not sat down with the pork producers and 
SEtid, we want to export x tons to y market this year. 

Mr. JoNTZ. I think you should and I think your failure to publish 
a report that outlines the strategies is because you don't have one 
and it has become pretty apparent to this committee that the sort 
of cooperation we need to see between the industry groups and be- 
tween USDA is not occurring, and for the life of me, I can't under- 
stand why. 

I want to use the rest of my time to tell you that yesterday 
morning I had breakfast with some livestock producers at the Steer 
Inn in Silver Lane, Indiana, Kosciusko County, the leading agricul- 
tural county in our State. I haven't seen such a glum group of indi- 
viduals in terms of their perspective on what is happening in the 
industry in a long time. Ironically the Steer Inn used to be a sale 
barn; now it is a flea market. I don't know what that says, but I 
think it says something. 

These people are so angry they are thinking about voting Demo- 
cratic, and I want to tell you, the question 

Mr. Roberts. Randy, get the record out quick. 

Mr. Jontz. But the question that was rtiised that I couldn't 
answer to them is, when the law requires the Government to do 
something like to prepare a strategy, how can the Government 
^ore the law? I don't have an answer for them on that. They sus- 
pect we have no strategy. They suspect we have no plan to deal 
with these challenges. I come here and listen to you and I am going 
to have to go home and tell them that it is pretty clear that we 
don't. 

Why don't you bring it forward and tell us? It would bolster your 
credibility enormously if you could do that. 

Mr. Green. Cem I make one very quick comment, Mr. Jontz? 

Mr. Rose. Yes. 
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Mr. Gheen. I have offered twice now, and I have offered again, to 
give you at least my view on what our goaJa in a long-term trade 
strategy ought to be. 

Mr. JoNTZ. I asked you with regard to pork and you had this am- 
biguous discussion of these things, but I want to see some numbers 
and some speciHcs, and I don't t^ink you have them. 

Mr. Rose. You ought to tell us — you ought to flesh out your dy- 
namic management tool a little bit. Mr. Coleman has been away. 
Maybe you could — if he doesn't get to it — I mean, Mr. Coleman is 
trying to help you all here, anything, with his bill. Let him ques- 
tion you and we will give him some extra time to get that out. Mr. 
Colemem. 

Mr. Coleman. Mr. Chairman, I have Einother series of questions 
that I would like to ask. First of all, I want to clarify the comments 
that have been made by several of the witnesses here regarding the 
share of world market of high-value or value-added products that 
the United States has. 

Reference has been made to the bill itself in which we have, as 
an objective, that it shall not be less than 15 percent of world 
trade. Now, when we said world trade, we didn't say world trade 
excluding intracommunity in Europe. Europe is part of the world. 
Maybe that is part of the problem. We haven't figured that out yet. 
We are competing with the Europeans. 

So for the Department to come up here £md put a happy fare on 
the fact that we have 15 percent, if we exclude Europe, is really 
distorting, I think, reality, which was picked up by one of the other 
witnesses, Mr. Mendelowitz, I believe, who also said, hey, we have 
already succeeded in reaching these goals, ergo, we don t need the 
bOl. 

I don't care how you slice it or how you cut it. World trade, by 
value we are at about 8 percent because I include intra-European, 
and if you want to go down to competition head to head, they are 
about 30 percent ahead of us, both in dollar value and in the per- 
cent of growth of this market share. 

So don't try to present us with the difference proving anything, 
as they say, by statistics. We are talking about a set of statistics 
outlined in this bill. 

Now, Ms. Manfredi mentioned there were two vrays of approach- 
ing this goal. Clearly the bill has spelled out how you approach it 
It is your second alternative. Because we specifically say in here 
that there shall be 65 percent or 75 percent, as the case may be in 
the program, raw commodities, bulk commodities, and 25 and 35 
percent of the other. I mean, it all adds up to 100 percent. For 
people who deal with numbers there shouldn't be any sort of mys- 
tery about how we expect to reach these goals. Very clear. I can't 
imagine why you would have to come up with tmother scenario. 

My concern here is with some of the suggestions on the cost and 
the dynamic factors at work that are being ignored. We are 80 
hamstrung here in Government that reality never creeps in. But, I 
think reality has creeped in because the ERS hfis produced the best 
study that I have seen and the Department hasn't said one word to 
defend its own study released in 1989, which I want submitted for 
the record, Mr. Chairman. It is entitled "Exporting Processed In- 
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stead of Raw Agricultural Products" by Gerald Schluter and Wil- 
liam E^mondsoD. 

They have gone into great detail explaining the dynamics of this 
trade and how it does create additional wealth, does create addi- 
tional revenue, and that you don't look at it, as Mr. Roberts said, 
in a vacuum. We deal in a vacuum. That is what the American 
people think this whole place is, a vacuum, because we don't even 
express common sense in realistic terras when we deal with these 
questions. 

I just want to point out one thing in this study that was made in 
1989 by the Department — the Economic Research Service of USDA. 
They take that 1 million dolleirs' worth of wheat and compare it to 
1 million dollars' worth of flour. Very, very simple. We can all un- 
derstand that. 

Their total revenues, both personal and corporate for income tax 
purposes, if you sell that 1 million dollars' worth of wheat, comes 
up to 185,000 dollars' worth of taxes paid on that transaction. If 
you take 1 million dollars' worth of flour, you have created 540,000 
dollars' worth of taxes, personeil emd corporate, a difference of some 
$359,000 in revenue to the Treasury because you have put people to 
work, you have provided opportunities, and they are paying taxes. 

Why don't we take that into consideration? It is very similar to 
what I would imagine CBO would say, that if the Government 
found that it had a gold mine on one of its many properties that it 
holds and they came up here, requested $1,000 to bulldoze the gold 
bullion out, you would probably count that as $1,000 in expendi- 
tures with no revenue to the Government. 

That is exactly what this mindset that we have here does. So 
let's really look at the dynamics of the thing and not try to trash 
this idea by looking at some sort of static or vacuum-laden ap- 
proach to this. 

[The report follows:] 
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Abstract 

Exporting processed agricultural products rather than raw 
copuaodities benefits society much more than Just tha increased 
valua of the coiDnodltles themselves. Processing adds to th« 
value of the products and generates greater business activity, 
mora jobs, higher personal income, and greater tax revenues. The 
issue of adding value to exports becomes even more relevant in 
view of the recently expanded use of subsidies to spur growth of 
raw grain and oilseed exports. Do such subsidies fully exploit 
the U.S. agricultural competitive advantage? Processing wheat 
worth $1 million would generate as much as $9 million in business 
activity, 109 full-time Jobs, SI. 9 million in personal income, 
$160,000 in Federal personal income taxes, and $199,000 in 
Federal corporate incone taxes. Processing other commodities 
could yield even greater economic benefits. Trade barriers, 
foreign demand, and domestic capacity could prevent full 
realization of the potential economic benefits. 
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Introduction 



During the 1970's, the U.S. farm sector enjoyed the benefits of 
expanded agricultural exports. Agricultural exports grew from 
57.3 billion in 1970 to S41.3 billion in 1981 [2].' For certain 
oomaoditiea, the role of export markets was particularly 
important. Seventy-six percent at total wheat production was 
exported, 41 percent of soybeans, and 2* percent of corn (2] • 
U.S. wheat, soybean, and coarse grain exports were about 40 
percent of total world trade. 

The (arm sector has benefited fron the expansion of foreign 
markets, as has the rest of the U.S. econony. Agricultural 
exports, which totaled $41.3 billion in 1981, generated over $94 
billion of activity throughout the U.S. econony and over 1.2 
nlllion full-time jobs. 

There is increasing concern, however, that America is not 
realiiing its full competitive advantage from Its production of 
agricultural products. If markets for processed agricultural 
products exist abroad, why does the United States not capture 
wore of the potential jobs and related econonic activity that 
domestic processing offers? Analyzing this issue must proceed 
along two fronts. First, what are the actual market 
possibilities for processed products and what are the 
institutional or trade rigidities that would work against such an 
effort? Second, what are the magnitudes of the domestic economic 
and employment effects involved in the tradeoff between exporting 
processed products Instead of raw agricultural products? In 
addressing this latter question, we first briefly consider the 
trade realities facing agricultural sectors. We then update a 
net agricultural exports model which Schluter and Clayton 
developed using a modified input-output framework [4], Using 
this model, we examine the national output, income, and 
employment effects for selected raw commodity-processed commodity 
combinations and study the implication of these national level 
effects for a policy of export subsidization. 
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The social, political, and acononlc context within which 
international trade occurs cannot be overlooked. If foreign 
consuners do not like U.S. processed poultry, for example, they 
will not buy it, regardless of whether poultry processing for 
export has a large employment multiplier compared with 
unprocessed corn exports. Just as trade restrictions affect raw 
corn exports, an array of trad* r«strlctions also apply to 
processed agricultural products. These restrictions nay limit the 
size of the potential iiiarKtt to which the output and einployment 
multipliers apply. 

Domestic rigidities nay also work against a shift in the product 
nix of agricultural exports, at lease In the short'run. The U.S. 
rail transportation system, (or example, has made adjustments to 
realize available scale economies in handling large volumes of 
taw grain exports. Host grain transported by rail moves in giant 
hopper cars, instead of 40-foot narrow-door boxcars, often In 
unit trains. ports are equipped to efficiently unload these 
vehicles. If the export of processed product expands 
significantly, can their handling be as effectively nechanized? 

U.S. agricultural exports face a variety of tariff and nontarlff 
barriers — licensing. State trading, special Import duties for 
port Improvement, special standards, and health regulations. 
Governments impose these barriers to protect domestic industries, 
limit the outflow of limited foreign exchange earnings, and to 
achieve other goals. 

The reader should view the output and enployment effects that are 
the major focus of this report as potentially available. They 
are the naxlniun effect that could be realized through expanded 
processed products exports. Whether, and to what extent, they 
night actually be realized will depend on the social, political, 
and econonic realities of both the domestic production and the 
international agricultural trade environment. 

k H«t Agricultural Exports Model 

The issue posed in this paper night typically be analyzed by 
comparing the nultipliera for raw commodity production sectors 
and for agricultural processing sectors. For example, the 91. G7 
of economic activity which is directly and indirectly generated 
per dollar of wheat exports could be compared with the $2.28 of 
itivity generated by a dollar of flour exports. Such 
approach has Inherent shortcomings, however: 

o it does not adequately account for the transformation of 
raw product export value to processed product export 
value so that multipliers derived do not Incorporate the 
information in this transformation, and 
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A major concern regarding th« first ahortconing is that th«r« is 
not a one-to-one matching of th« raw product sectors to thn 
processed product sectors. Processing adds other good* and 
sorvicea to the raw agricultural commodity. A dollar of 
processed product is a bundle of irau product plus the value of 
other goods and services added during processing. An implicit 
difficulty in the typical comparison is that either the value of 
the compared processed product is greater than that of the raw 
product itself or the value of the rav product differs between 
the compared multipliers. A direct comparison of the multipliers 
for the dollar s worth of wheat and a dollar's worth of flour as 
a measure of the additional effects ol processing vheat is 
therefore misleading and does not properly reflect the aultiplier 
effect of the processing activity. The appropriate comparison 
which better reflects the increase in economic activity fron 
substituting flour exports for wheat exports, for example, is the 
comparison between the multipliers for a dollar's worth of wheat 
and for the value of flour that could ba produced fro« a dollar's 
worth of wheat. 

Proper identification of the effects of exporting processed 
agricultural products versus exporting their raw agricultural 
components requires the recognition that a given stock of raw 
comaodity is available. If used in processing, the stock of raw 
commodities is unavailable for export. A net multiplier effect 
is, therefore, appropriate for two reasons First, we want to be 
able to properly isolate the multiplier effect of the added value 
of processing. Second we want to be able to estimate the 
multiplier effects on the U.S. economy of exporting our raw 
agricultural commodities as processed products instead of in 
their raw form. 

To develop their net agricultural exports model, Schluter and 
Clayton began with an estimate of the rate at which raw product 
exports are transformed in processed product exports [1], This 
transformation rate is not simply the engineering or physical 
transformation rate, although those rates provide the foundation 
tor the desired rate. It also involves relative raw and 
processed product prices and sectoral interdependency measures 
that allow a comparison of two static general equilibrium 
situations. All Of this information is available from the total 
requirements matrix oC the input-output model. Reading the 
diagonal coefficient of the raw product sector in the total 
requlreaents matrix gives the amount of raw product freed by 
reducing raw product exports. The level of processed product 
exports that can be obtained from a unit of this freed raw 
product Is given by the total requirement coefficient in the raw 
product row of the processed product column of the total 
requirement matrix. This coefficient specifies the anount of raw 
product required per dollar of final demand for the processed 

For example, using relationships quantified in the 1977 national 
input-output table, decreasing wheat exports by SI frees S1.071S 
of wheat (the $1 of wheat and SO. 0715 of seed expenditures]. A 
dollar of flour exports requires So. 429 of wheat. So, flour 
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In our computations, w« adjust these multiplior ertects (m in 
equation 1 below) through a weighted average of the nultiplier 
effects of the eaw product sector and the processed product 
sector. The weights used (w) include a -1 for the raw product 
sector and the raw product/processed product export 
transfomatlon ratio for the processed sector, that Is: 

B - (I-A.)-' w [1) 

■ - an nxl vector of outputs associat«d with the added 
value of processing 
(I-A) - an nxn total requirements matrix 

w - an nxl vector whose elements are zero except elements 

w, " -1 and Wj - c,,/c,^ 
i - the sector producinq the raw product 
k - th« sector producing the processed product 
c^ - the ikth elenent of (I-A)"'" 

The enploynent effects are given by: 

• - Lxn (2) 

« - an nxl vector of enploynent associated with the 

added value of processing 
L - an nxn diagonal matrix of direct employmsnt 

requirement coefficients. 

The personal income effects are given by: 

h - HXB (3) 

b - an nxl vector of personal income associated with the 

added value of processing 
H - an nxn diagonal natrlx of direct personal income per 

SI of sector output. 

The personal income tax revenue is then given by: 

t^ - RxlxHxo (4) 

t ■> Federal personal income tax associated with the 

added value of processing 
R » an average tax rate (scalar) 
1 = an lxn vector of ones 
H - an nxn diagonal matrix of personal income per dollar 

of output. 
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Federal corporate income tax revenues are given by: 

te - IxCtxm (5) 

tc - Federal corporate tax revenues associated with the 

added value of processing 
Ct - an nxn diagonal Matrix of coefficients of average 

corporate taxes paid per dollar of output. 

Relating recent export experience to this model may Illustrate 
the logic of this model. In calendar year 1987, the United 
States exported $3,043 billion (port value) of wheat. The $3,043 
billion represents $2,432 billion of wheat at the farm level, 
$365 million of transportation services, and $24fi million of 
trade services needed to get the wheat from the farm to the port, 
based on the trade and transportation margins from the 1977 
input-output table. Because the input-output model used 
represents econonlc flows in 1977 dollars, we must convert these 
1987 values to 1977 dollars. The $!.4J2 billion at the farm 
level represents $2,361 billion in 1977 dollars (using as a price 
deflator the index of prices received by farmers for food 
grains]. If the $2,361 billion of wheat exported as wheat could 
have been exported as flour, this would have represented $5.e97 
billion of flour. To produce that value of flour would require 
$37 billion of direct, indirect, and induced output in the U.S. 
economy (using a gross output multiplier for flour of S.69). 

But the export of wheat as wheat required $12.3 billion of 
direct. Indirect, and induced outputs ($2,361 billion exports 
sales tines a gross output multiplier for wheat of S.21). The 
additional activity associated with processing the wheat into 
flour for export Is thus $37 billion minus $12.3 billion, or 
$24.7 billion. 

This $24.7 billion (1977 dollars) is the statistic we refer to as 
the net effect of exporting processed versus raw agricultural 
products and reflects the value of flour exports at the plant 
level rather than at the port level. 

We used data from an industry -by -comnodity total requirements 
matrix derived from an 85-sector aggregation of the 1977 U.S. 
Department of Commerce input-output table (5). 

Hatiooal Effects of Raw versus Processed Commodities 

Exporting processed commodities instead of their bulk 
agricultural components provides an export market for domestic 
goods and services required to assemble, process, and distribute 



Me will discuss gross output multipliers, their 
interpretation and underlying assumptions later. The focus of 
this section is the internal logic of the model, the wheat to 
flour transformation, and the netting out of the raw product 
effects. 
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the processsd conaoditias. Three naasures of the potential 
increase in econoaic activity associated vith processed 
commodities are appropriate for consideration: (1) direct plus 
indirect plus induced output or bus ness activity, (2) the 
employment associated with this Inor^iased business activity, and 
(3) the personal income generated by the Increased business 
activity. 

Table 1 presents estimates for these three measures of economic 
activity.' For wheat, SI million of wheat exported as wheat 
generates $5.21 million of direct, Indirect, and Induced business 
activity in the U.S. economy, jobs for B5 worXers, and personal 
income of $1.25 million. The same tjuantity of wheat exported as 
floor (a product of SIC 2041) would generate an additional S9 
million of business activity, 109 jobs, and SI. 89 million of 
personal income. Table 1 reports similar results for dressed 
poultry for corn, soybean oilmill products for soybeans, 
cottonseed mill products for cottonseed, and wet corn milling 
products for corn. 

Several assumptions underlie these estinates. First, using the 
relationships quantified in the 1977 national input-output 
table — $0,423 of wheat is required per SI of flour exports and 
SI. 0715 of wheat output is required per $1 of wheat exports — 
suggests that for every dollar of substitution of flour exports 
for wheat exports, flour exports could be increased S2.50. 
Second, the input-output model being used has the household 
sector endogenous. This type of input-output model tends to 
yield somewhat l-arger multiplier effects, because it considers 
the corisunptlon made possible by the additional household income 
generated by the expansion of exports. 

Third, the model assumes that households consume a fixed basXet 
of goods and services with an average propensity to consume of 
0.794. That is, households spend about BO percent of each new 
dollar of income on consumption of the same items it spent the 
old income on This consumption spending in turn stimulates 
another round of new production. To understand the working of 
the multiplier process one must keep these different components 
of the multiplier separate The open model (household sector not 
considered) direct plus indirect output multiplier for wheat Is 
roughly 2,10. Including the household sector, we find the 
personal income (household income) genei-ated per Si of wheat 
exports is $1.25 (table 1). Consumption spending from this $1.25 
of personal inccine generates an additional Sl-66 ot output 
Thus, the total output effect per dollar of wheat exports is 
$2.10 of direct plus indirect output, SI. 25 of personal income 
and Sl-86 of output induced by new consumption. To get the full 
SS.21 output effect, the household sector must continue to 
receive, as income, the constant share of each sector's output, 
continue consuming the same fixed bundle of goods and services. 
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An additional ctruclal assumption la that each sector can buy all 
tha inputs and resources it needs to meet naw demands without 
having to pay higher prices. This aasunptlon results in a 
perfectly elastic industry supply curve as illustrated in figure 
1. In figure 1, a shift In desand froR D, to D, would neet this 
assumption, a shift from D, to D, would not because the demand 
Increase results in a price increase. 

Thus, generating our' results assumes a definite sequence of 
economic consequences (table 2). First, SI Billion of wheat 
exports can be transformed Into S3. 5 aillion of flour exports. 
The direct production of this flour requires the nLlling sector 

Figure I — Hypothetical Industry Supply Curve 
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to purchas* a fixed set of inputs fron other sectors of th« 
«conony. The first column of table 2 gives this set of direct 
effects. In combination with the $1 Million of wheat, the flour 
milling sector uses S205,ooo of other crop products, $89,000 of 
other processed crops, Sl40,000 of other proces'bed foods and 
other nanufactured goods, and $466,000 of purchased services to 
produce the S2.S million of flour exports (table 2, column 1). 
Of this $2.S million, the flour milling sector retains $598,000 
of income Cor wages and salaries, interest payments, indirect 
business taxes, depreciation allouances, and retained earnings. 
Thus, the export of $2.5 million of flour can be viewed as 
exporting a package of goods and services that Includes all the 
components just listed. 

The $1.9 million of domestic goods and services directly used in 
the production of the $2.5 million of flour exports in turn must 
be produced in a supporting round of econoBic activity. The 
second colunn of table 2 gives the estimated level of indirect 
supporting activity. Producing the $2,497 million of flour 
exports requires an additional $32,000 of processed crop 
products, $907,000 of additional output from other manufacturing 
sectors, and $905,000 of additional services. Thus, excluding the 
$59B,000 Income retained in the flour milling sector, the 
domestic economy must provide $6,406 million ($2,497 + $4,507 - 
$0,598) of goods and services to support the production of $2.5 
■illion of flour exports. He assume that all of this $6.4 
■illion of goods and services are available at prevailing prices. 

Hany Input-output analyses stop at this point. This is 
technically an open modal I/O analysis of the substitution of 
flour for wheat exports. However, If the flour exports are new 
exports for the U.S. economy (this Is a critical assumption], all 
the supporting economic activity required for the flour exports 
will be new economic activity. Thus, this activity generates new 
household income within the economy. When households spend this 
new income, they introduce a round of additional demands for 
output In the economy. All the rounds of new econoalc activity 
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generat* S3. 142 nillion of new household income, inducing $4.7 
million in economic activity to support the consumption resulting 
from this new household Income. 

Including the eCfect of new household income represents Dor* than 
an attempt to use a more complete econonic modal. It has taXen 
the raw versus processed export question beyond a point where 
the location of the processing activity no longer natters. That 
is, for those raw products where processing is necessary to 
transform the raw product into a consunable form, the open I/O 
model basically assumes a fixed market for processed products- 
Processed products are either produced in the United States and 
exported or the essential raw products are exported and they are 
processed in the consuming nation. If one considers the induced 
income effect, where the processing occurs Is important. The 
econony which does the processing receives the benefits of the 
larger market resulting from higher income levels. 



The induced income and consumption effects of 

exporting SI million of wheat as flour ($3.74 

nillion is the induced income and consumption 

effects of exporting $1 million of wheat as 

wheat) 7.800 

The total effects of exporting $1 aillion 

of wheat as flour ($6,406 million + $7,800 

aittion} 14.206 

Under these conditions, Si million of wheat exported as wheat 
generates 85 jobs for full-time workers in the U.S. economy (see 
table 1). Exported as flour (Sic 2041), this same amount of 
wheat generates 194 jobs. Similarly, SI million of corn exported 
as corn generates 75 jobs in the U.S. economy. Exported as 
processed poultry (SIC 2016] , this sane amount of corn generates 
658 jobs. And, SI nillion of soybeans exported as soybeans 
generates 71 jobs, while the sane amount exported as soybean 
meal, cake, or oil generates 105 jobs. 
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At th« national level, $1 nillton oC vh«at sold as flour adds 
S1.B9 Billion in incoms for households; the export of dressed 
poultry from Si mlllian of corn adds SB. 64 nillion; soybean 
oilnlll products fron SI nillion of raw soybeans adds SO. 57 
million; cottonseed nill products from $1 million of cottonseed 
adds Si. 67 million; and wet corn Billing products from $1 million 
of corn adds S3. 56 million in personal income. 

Tax Impacts 

It processing raw agricultural products before exporting thea 
influences economywlde private output, enploynent, and personal 
income, one might logically question the stalce the public sector 
has in the form of agricultural exports. Because the public 
sector finances a large share of its activities by taxing privata 
incomes, higher levels of personal and corporate incomes yield 
higher tax revenues. He can estimate the magnitude of associated 
tax revenues by applying average tax rates to the nev incomes, as 
in equations t and 5. 

Using this approach, we estimated Federal tax revenues associated 
with the additional activity of processing agricultural products 
before exporting and report the results in table 3. For example, 
when exporting wheat as wheat, each million dollars of exports 
generates $54,000 in corporate incone tax and $131,000 in 
personal income tax, for a total Federal revenue of S185,0D0. 
Tbe same wheat first milled into flour and then exported would 
generate $214,000 In corporate tax revenues and $330,000 in 
personal income tax, or $544,000 in total Federal revenues. 

The net additional Federal tax revenue associated with the 
processing is the difference — $160,000 In corporate taxes, 
$199,000 in personal income taxes, or $359,000 in total Federal 
revenues . 



Some of the estimated Federal revenue effects are rather large. 
For example, if the United States diverted com, otherwise 
destined for export as grain, to the production of poultry and 
then exported the processed poultry, the expected net additional 
Federal tax revenue would be nearly 1.4 times larger than the 
original value of the corn. This result deserves further 
explanation . 

The key factor underlying this large multiplier is the relatively 
small cost of the original corn in the final export value of 
processed poultry. During the production process for poultry, 
many other domestic goods and services combine with the corn. 



'Average personal tax rates were Federal Government personal 

(table 3.4} divided by personal income (table 2.1), Average 
corporate tax rates are corporate tax liabilities (op. cit. table 
6.20B) divided by corporate profits (table G.19B) times corporate 
profits per dollar of output in base year (1977). 

10 
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Tha transfomation ca«ffici«nt, th« valua ot procaaaad poultry 
axporta which can be produced froa tha corn fraed by not 
exporting it aa iraw corn, is 1.0G134/0. 15972 or 6.«4*. Thus, 
$6.65 Of processad poultry can ba axportad par SI of corn axporta 
forgona. This transfomation coatficiant is larqa bacausa of tha 
nultiple stages of production and processing Involved. Whan the 
processing route Is direct and accounts tor such ot tha flow oC 
tha intermediate product, tha transfomation coefficient can be 
disaggregated. For example, tha corn to live poultry 
trans forvat ion is 1.06184/0.22635 or 4.GS1. The live poultry to 
processed poultry transformation coefticiant Is 1. 007B4/0.6977B 
or 1.444. Tha product of tha two intemadiate transformation 
coefficients is 4.6S1 x 1.444 or 6.759, within 1 percent of the 
direct estlnata. 

Parsonal Ineoaa Tax Receipts 

Examining the associated Federal personal incone tax illustrates 
the effect of this large transformation coefficient upon 
estlnated tax revenue. Exporting $1 million of corn as corn 
generates $1.09 million of personal incona. Taxed at an average 
personal Income tax rate of 0.105, this generates a total of 
$114,450 Of personal income tax. 

The related personal income multiplier for processed poultry is 
$1,464 million of personal income per $1 million of exports. 
Diverting $1 million of corn from the export market to poultry 
feed frees enough corn to produce $6,648 million of processed 
poultry for export. Thus, $6,648 million ot exports tlmas the 
$1,468 million of personal income per $1 million of export 
generates $9.73 million of personal income. Taxed at a rate 
of $0,105 of personal income tax per $1 of personal income yields 
a gross Federal personal income tax revenue of $1,022 million. 
Subtracting the forgone potential income tax effect of exporting 
corn as corn of $114,450 gives an estimated net personal income 
tax revenue from the processing activity of $907,000 for corn 
exports diverted to processed poultry. Table 3 presents these 
results and sinilar calculations for several other rau/processed 
product combinations. 

Corporate incona Tax Receipts 

The estimated corporate tax revenue generated is not as easily 
calculated. Corporations are taxes on profits. Particular tax 
code provisions affect industries and their corporations 
differently. Average profit rates of industries and of 
Individual corporations within the industries vary over a broad 
range. We use an implicit tax liability per unit of sector 
output as our tax rate. He compute our estimates of corporate 
income tax receipts using these implicit tax liabilities per unit 
of output on 84 separate sectors in equation 6. We sum the 84 
separate estimates of corporate tax revenue to an economywlde 
total. For the corn-dressed poultry exampie, this procedure 
results in $491,000 per SI million of corn exported as dressed 
poultry. Table 3 summarizes results for several processed 
product categories. 



How Qood kr« 13-y«ar-oid Eatimataa? 

The enornous data needs tor constructing a national Input-output 
table and tha lags in assembling these data have led to about a 
7-year lag for publishing recent U.S. tables. One Indication of 
whether the naltipliers reported in this paper are still 
appropriate is a comparison with similar nultipliers calculated 
using the 1972 national table. Tables 1 and 3 report the 1977 
estimates and tables 4 and 5 give 197! data. Between 1972 and 
1977 the first oil crisis, concern about worldwide food 
shortages, and najor changes in tha international monetary systea 
occurred, yet the nultipliers changed relatively little. The net 
nultipliers generally changed more than the individual product 
nultipliers. Larger changes in the net multipliers than 
individual product multipliers result from more variability in 
the estimated raw to processed product tranatormatlon 
coefficients. Even if the physical transformation rate (for 
example, bushels of wheat to hundredweight of flour} did not 
change, the transformation coefficient could change as input- 
product and relative price conditions change and affect 
valuations of activity and relative shares of valued 
transactions. 
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Concluslona 

The nations aspiring to «xpand trade in processed agricultural 
products face a sinefield of varket and trade barriers. A prise, 
expanded domestic income and employnent, awaits tha successful 
nations. If U.S. exporters successfully market 51 nilllon of 
expanded domestic incona and eaploynent, awaits the successful 
nations. It U.S. exporters successfully market SI nillion of 
wheat as wheat flour instead of as grain, the domestic economy 
stands to gain, perhaps as much as S9 Billion of business 
activity, employment for 109 workers, Si. 9 million of personal 
income, S1G0,4^()0 of Federal personal income taxes, and S199,Oao 
of Federal corporate income taxes. For many raw 

product/ processed product pairs, the potential domestic payoff is 
even higher. 

Should these findings cause us to emphasize exports of processed 
goods instead of raw materials? They certainly point in that 
direction. Before applying the gains listed in this paper to 
actual U.S. exports, though, one should remember that we have 
made two very critical assumptions: 

1. We assume that the agricultural processing industries could 
expand production, often substantially, without bottlenecks. 
If bottlenecks develop, casts per unit will no longer remain 
constant (Furthermore, the model does not adeguately reflect 
the perhaps temporary loss in economies of size Inherent in 
the shift from an infrastructure that handles bulk raU 
conaodlties to one emphasizing trade in processed products.) 

2. Perhaps the most critical assumption is that the newly 
employed resources in the processing industries were formerly 
unemployed. If they were not, then a correct accounting of 
the processing activity's addition to the Nation's incoae and 
product would reijuire subtracting the income and product the 
resources produced before, from the increases estimated here. 

In the high -employment economy of the United States in 1989, that 
either of these assumptions is accurate seems unlikely. Thus, 
the gains estimated here should be regarded as upper bounds on 
tha gains likely to occur if processed products were actually to 
substitute for raw materials exports. 

Our results also reflect farm production and processing plant 
conditions as they existed in 1977. Furthermore, the results do 
not consider the realities of world trade patterns. Wanting to 
export more processed corn does not necessarily mean other 
countries will buy from us. Institutional rigidities will 
greatly influence whether any of the potential gains from 
processed product exports can actually be realized. 
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Mr. Coleman. And I understand some of this stuff has been 
heaped on you perhaps by the Bucket Act, which ought to be 
chiinged significantly to reflect reality, at least in this Member's 
opinion. But let me ask Ms. Manfredi, the representative from 
CBO, in calculating the effects of the EEP program on the budget, 
do you consider the impact of deficiency payments in commodity 
prices? You have already testified to this, and your answer is. 

Ms. Manfredi. Yes. 

Mr. Coleman. In calculating the effects of value-added exports, 
do you consider increased tax revenues from the additioneil jobs or 
expanded tax base? 

Ms. Manfredi. No, we do not. 

Mr. Coleman. Why is there a difference in that? 

Ms. Manfredl Because the tax revenue or employment impacts 
are secondary effects and dynamic effects and they are not in a 
vacuum. I think one of the problems that Mr. Mendelowitz has al- 
ready testified on concerning the ERS study is that it assumes that 
those resources were unemployed previously. That is not the most 
realistic assumption. 

Mr. Coleman. Well, we can't have expansion. We can't have 
people really hired to do a job instead of filling up a current proc- 
essing plant. It can be expanded, but let me just finish up this line 
of questioning with your own personal opinion. Your analysis with 
the Congressional Budget Office, do you agree that exporting proc- 
essed high-value products means more U.S. jobs and therefore more 
U.S. tax revenues? Yes or no. 

Ms. Manfredi. It may mean more U.S. jobs, but it may also have 
impacts on the prices of wages, on inflation rates and so forth, and 
there is no way for us to estimate what those are. 

Mr. Coleman. It could also depend on what the price of tea is in 
China, but that is not the point, is it? Can you give me an example 
where CBO actually calculates the economic impact of these pro- 
grams? For example, would CBO take into consideration the value 
of the $1 million of the gold in the ground that it costs $1,000 to get 
out? Would you or would you not? Let the record show that they 
are not sure at all. 

Ms, Manfredi. I haven't faced that issue before. 

Mr. Coleman. You haven't faced the issue. Let's hope we strike 
gold. We have the potential here of striking some gold on an inter- 
national market, and if we just put our heads on straight, we could 
figure out how we could do this without having to trash the con- 
cept on these crazy ideas. I think it is great. 

We got 1 million dollars' worth of gold in the ground. We can't 
have $1 million because CBO says it would bust the bu<^et. 

Theuik you. 

Mr. Rose. Mr. Roberts. 

Mr. Roberts. Mr. AUard has not had a chance yet. 

Mr. Rose. I think it would be a good place for Mr. Green to sort 
of flesh out this dynamic management tool. 

Mr. Roberts. Mr. Chairman, I £un going to give him every oppor- 
tunity now that I know Mr. Jontz is in the registering business in 
terms of voters, and I figured I can give him that opportunity if 
you want to. 

Mr. Rose. Let's go on. 
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Mr. Roberts. Mr. AUard has not shined the light of truth into 
darkness yet. 

Mr. Rose. Mr. Allard. 

Mr. Allabd. I am not sure that I have anything very profound to 
ask. One thought that I did have is on export enhancement. One of 
the best ways we have to interchange purebred cattle cost effective- 
ly would be through embryo transplants. Does your program pro- 
vide for an exchange of embryos? 

Mr. Green. The EEP has not done that. I believe that credit 
gueu'antees have been offered for embryos but let me check wheth- 
er I am correct on that. I am told that they have been. 

Mr. Allard. The answer is yes. 

Mr. Green. The answer is no on EEP, but yes on GSM-102 credit 
guarantees. In order for the Export Enhancement Pribram itself to 
be offered on that or any other product, there would have to be a 
showing that somebody somewhere was subsidizing the product of 
course. That isn't necessary for the Credit Guarantee Program. 

Mr. Allard. Would this piece of I^islation allow for export en- 
hancements with embryos? 

Mr. Green. I think there would be nothing in the l^islation to 
prevent it, and it could be considered, but again, this legislation 
would not require you to offer EEP for any specific commodity be- 
cause you would still have to show that it was beii^ used to 
counter an unfair trade practice, but it would not in emy way be 
inconsistent with that. 

Mr. Allard. Embryos would be considered a value-enhanced 
product? 

Mr. Green. I think so, yes. 

Mr. Allard. Thank you, Mr. Chairman. 

Mr. Roberts. Thank you, Mr. Chairman. I want to get back to 
Ms. Msmfredi and you indicated on page 8 of your testimony that 
if, in fact, we went ahead with the Coleman bill, that that would 
result in approximately a 4-cent-per-bu8liel drop in the market 
price m crop years 1992 to 1993. 

I went into sort of a "Rambling Rose" tiyii^ to point out that 
with a decrease in the market price it could lead to higher deficien- 
cy payments £md then you indicated in your statement that the 
Secretary could increase the set-etside and more grain, for instance, 
would end up on feed. 

Then I indicated that was sort of a budget discussion as opposed 
to the impact to the farmer, but I wanted to clarify my comments. 
If, in fact — and we have a statement by the gentlemsm from 
Kansas, not myself, the other gentleman, perhaps the only gentle- 
man, that the 4-cent drop at the country elevator was rumored, you 
don't see any possibility for any anything like that, do you, or don't 
you? 

Ms. Manpredi. The example I am using is low-cost scenarios, be- 
cause the substitution we were using as em example was wheat 
flour for wheat. So you are not totally displacing wheat because a 
lot of the raw wheat would still go out as the flour. 

If you were looking at a substitution of some other commodity 
like fruits or vegetables as a high-valued commodity in place <M 
wheat, then you would displace much more wheat and you could 
see a much greater price chemge and a greater cost. 
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Mr. Roberts. We ain't going to put fruits and v^etables in place 
of wheat on thie subcommittee. I want to let you know that. But 
the point I am trying to make is that with a 4-cent-per-bu8hel drop, 
while every penny counts, that that would be a big whop in farm 
country. That is the statement my daughter uses, who is age 17, 
big whop, OK? 

And all of my producers would be more than happy if we saw the 
revenue gains in behalf of high-value added, if it only meant a 4- 
cent drop. I mean, that drops every time the USDA opens its 
mouth with one of these reports when we have too much rain or 
too little rain or infestation or whatever. 

The point I wanted to make vras we don't have that either/or 
problem in terms of any price decreeise. I want to thank you for 
your response. Mr. Mendelowitz, we have on page 9 of your testi- 
mony that the EEP program and the GSM-102 program may not 
be the best way to assist HVP exports by mandating that a per- 
centage of programs be made available. There is no assurance ^at 
the funds will be spent as effectively as possible. 

And then you go on to point out the example of the Tai^eted 
Export Assistance Program and the Market Promotion Program, 
how progr£im funds can be wasted when more money is available 
than effectively used. 

Are you saying that a specific funding level, and I ask this ques- 
tion of Mr. Green, is not a good idea or not the best idea? 

Mr. Mendelowitz. I think that that is a correct interpretation of 
our position. 

Mr. Roberts. My word, a short, succinct answer. Let the record 
show the GAO did not say on the other hand. Thank you, Allan. 

You say the ERS study concluded that there is a prize awaiting a 
nation that successfully exports HVP's, but you indicate there may 
be some flawed statistics in that the ERS study qualified its conclu- 
sions by stating the computed output and employment effects 
should be viewed as potentially available and represent the meixi- 
mum effect of increased exports. 

Is that — well, then you go on to say, and I will just make it one 
question, there is no assurance that just because the United States 
wants to export more processed products, other countries will buy 
them. 

And you have also made the very interesting statement that all 
the inputs, including capital infrastructure and any labor needed 
to trtmsform a bulk commodity are currently unemployed, that 
HVP exports can be increased without affecting input, prices, or 
taking inputs away from other sectors of the economy, and you 
went down here on page 11 and said, simply put, the alleged gains 
from an increase in HVP exports in place of bulk exports is derived 
entirely from the assumed productive efforts of unemployed work- 
ers, unemployed workers and capital. 

That didn t come from the Democratic Convention, did it? Or 
what— I am being a little facetious here but what is your comment 
on that? That is a pretty critical ju(^ment on the ERS study. 

Mr. Mendelowitz. I think that the ERS study, if I view it from a 
technical perspective, is a journeyman's effort. It is not unaccept- 
able economic analysis, and it is appropr .y qualified. 
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Our problem with the ERS study is that it is being used in a way 
to justify initiatives that we think the study just does not support. I 
don't think you need a Ph.D. in economics to understand the prob- 
lem. Basically, if I were to use the approach of the ERS study with- 
out imy effort at all, I could demonstrate to the members of this 
committee that the most beneticial agricultural export is Boeing 
aircraft, and the reason is this: Instead of stopping at a comparison 
of flour exports versus wheat exports, I would use this model and 
this methodology to convert the wheat into feed for beef and poul- 
try and some of it into flour. I would then convert the flour into 
bread and cookies, and then I would take the poultry, the beef, the 
bread, and the cookies, feed them to unemployed aircraft workers 
in Seattle, have them build Boeing jet liners, and then export the 
jet liners. 

Mr. Roberts. Make that Wichita. 

Mr. MENDELOwrrz. Wichita. And so using the methodolo^ in 
this study, that result would give you a multiplier many times 
greater than that alleged for HVF exports, and what that meEuis in 
effect is that the methodology in this paper could be used to justify 
no support at all for agricultural exports because the benefits to 
the economy would be greater if we fed that food to unemployed 
workers who produced manufactured products emd then exported 
those products. 

Mr. Roberts. Are you saying that the HVP program should have 
more economic benefits because we are going to use farm products 
that eventually end up helping the Boeing Aircraft Company and 
the defense industry ana laid-ofT workers? What about food 
stamps? 

Mr. MENDELOwrrz. What I am basically saying is that in my 
statement we gave some good reasons why we believe HVP prod- 
ucts are worthy of assistance in exporting. It is a growing market. 
There are lots of economic benefits associated with them. The prob- 
lem we have is that this paper is not the justification. The ration- 
ale I gave in my statement, I think, is a much better justification. 

Mr. Roberts. Mr. Chairman, could I proceed for 2 additional 
minutes, please, sir? 

Mr. Rose. Yes. 

Mr. Coleman. Would the gentleman yield? 

Mr. Roberts. I would be happy to yield. 

Mr. Coleman. Mr. Mendelowitz comes with some imprimatur of 
the GAO and he makes these statements taken out of context in 
the usual vacuum that is operating around here. Somebody is going 
to walk out of here and suggest that this committee is trying to 
send all of our export enhancement programs to Boeing Aircraft 
and the absurdities of that. It is c£illed reductio ad absurdum. It is 
a logical extension of silly remarks being made first of all on a sub- 
ject that is not before us. He starts with a study, and then goes off 
into the Boeing territory. He starts talking about irrelevant issues 
euid irrelevant subject matters, and then tries to bootstrap the 
entire study made over here in an agricultural field and talkii^ 
about something clear out in left field. 

I just think l^e record has to be clear on this, that the General 
Accounting Oflice can come in here and make these — I mean, they 
are just juvenile, silly statements about Boeing Aircraft. Now, we 
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expect more from the General Accounting Office and we better 
start getting it around here. 

Mr. Roberts. In reclaimii^ my time, Mr. Chairman, could I be 
granted 1 additional minute? 

Mr. Rose. Yes. Mr. Mendelowitz would not feel like he has had a 
successful day before our committee if you emd Mr. Coleman hadn't 
hollered at hun at least a couple of times, so go ahead. 

Mr. Roberts. I want him to share the same amount of experience 
and emotion as Mr. Green has already, so I thought that would be 
appropriate and, Mr. Mendelowitz, I headed you mto that pasture. 
I didn't expect you would end up in another pasture in another 
whole county, but I headed you off. In whatever pasture you wtmt 
to walk in, just keep your head on the ground before we step into 
anything else. 

Let's talk about this plan. You have said the USDA does not 
have a plan. We need a comprehensive plan. We need a strategic 
plan, and then Mr. Jontz indicated that— high-value products, and 
he has reported to the appropriations, but in terms of exports, why 
don't we have a strategic pliui? 

Mr. Mendelowttz. Why doesn't the Agriculture Department 
have one yet? 

Mr. Roberts. No, all of us having a strategic plan. I mean, what 
is this strategic plan? It is extremely difficult, it seems to me, to 
have a strategic trade plan or export i>olicy bringing together all of 
tiie myriad of problems that we have and challenges that we have. 
I am a little nonplused about that. Do'you have any specific sugges- 
tions on the contents of that plan, strategic or otherwise, that 
would aid this whole business? 

Mr. Mendelowitz. Yes. I think that we need some kind of prior- 
ities and we need some kind of strategic plan to deal with, for ex- 
ample, the funding anomalies that show up when you look at 
en>ort promotion efforts across the Government. 

u you look at the Japanese market, for example, this is an ex- 
tremely important market for United States exports. If I remember 
the figures correctly, last year, the United States Foreign Commer- 
cial Service had a budget of about $4,500,000 to provide export as- 
sistfince to United States compemies who wanted to break into the 
Japanese market, and that was for all of the nonagriculturtil ex- 
ports that we send to Japan. 

In the Agriculture Department, the MPP program alone, had a 
budget on the order of about $40 million to help United States ex- 
ports in the Japanese market. So that means in Japan, which is an 
extremely important market for United States exporters, we were 
providing through MPP alone 10 times as much support as we were 
providing through the United States Foreign Commercial Service 
for all the nonagricultural exports we are trying to send to Japan. 

Nobody in our Government sits down and tries to assess whether 
that is a worthwhile allocation of resources, whether that is an al- 
location oF resources that will give the American taxpayer and the 
U.S. economy the biggest bang for the buck. 

Mr. Roberts. That is a pretty general statement. That is a pretty 
harsh statement there. You say nobody in the Federal Government 
sits down to determine if, in fact, that is fair to the taxpayer. Are 
you absolutely sure when you say things like that? 
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Mr. Mendelowitz. I Eim quite sure. 

Mr. Roberts. Although there are thousands of employees over in 
the USDA, somebody doesn't take a look at that and says is that 
worthwhile? 

Mr, Mendelowitz. The reason why has to do with the way budg- 
ets are set up in 0MB and the way funds are authorized. 

Mr. Roberts. That is the problem as I see it because we have a 
different yardstick now by the Office of Mfinagement and Budget. 
We have a different budget yardstick by the Congressional Bud^ 
Office. We have a different yardstick by the Department of Agii' 
culture. We have a different yardstick, with all due respect, by the 
General Accounting OfHce. 

We have differences on this committee, and in terms of a strate- 
gic trade plan, how on Earth are we going to have a strategic trade 
plan when conditions change? 

The chairman of this committee has been looking into our trade 
policy with Iraq prior to desert storm. Prior to that, Iraq was a 
good customer. Now in hinds^ht we wonder what went wrong. It 
used to be the Soviet Union. Now it is the CIS countries and we are 
considering credit packages with a different yardstick. We had the 
Market Promotion Program, which you said was a waste of money, 
and we terminated that on the floor of the House because it went 
to highly industrialized countries and higher income countries and 
we thought it v/as a waste of money when, in fact, we find out that 
high-value products could go to those countries and we could make 
more sales. 

We have food safety legislation in regard to what we export and 
what we don't. Mr. Gephardt had a bill to limit imports of care 
which automatically affected the trade talks. All of these things- 
plus funding, in terms of the balanced budget Eunendment, strate- 
^c plan. Mr. Green, how are you going to come up with all those 
challenges other than very carefully? 

Mr. Green. Well, it is going to be a chore. I don't know if it is 
appropriate to make a comment here. I will do it at the next oppor- 
tunity if not. 

Mr. Roberts. I got a red light on but there is one thing I want to 
say further. Now, you met Mr. Jontz. As a matter of faict, he used 
to be a staff member to a Member on the majority. Are your head 
and shoulders all right? A little sore? 

Mr. Green. A little bit. 

Mr. Robbrtb. Are you in favor of pwrk exports? 

Mr. Green. Yes, I am. 

Mr. Roberts. And you're in favor of increeising those exports. 

Mr. Green. I am. 

Mr. Roberts. Would you say to me that if you had a specific 
amount in terms of the levels you hope to achieve, that might be a 
little tip off to our competitors as to what they might want to da 

Mr. Green. It could well be, and that is, in part, one of the rea- 
sons for my answer. 

Mr. Roberts. Would it be fair to say with the former member of 
this committee and the Secretary of ^^culture being from lUinois 
where pork is exempt for Kansas of course, that he would have 
every desire to increase those exports? 

Mr. Green. He does. 
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Mr. RoBKRis. And that, in your strat^c plan that everybody is 
calling for, despite all the differences of opinion and the challenges 
and the changes, that you would do your very beet effort to get a 
strat^ic plan, that you have offered it twice to this committee and 
that you will whisper it in our ear that whatever it is in terms of 
pork exports, it is too low, and wheat by the way 

Mr. Green. Everything is too low, yes. 

Mr. Roberts. Everything is too low, OK. I just don't think, Mr. 
Chairman, that it is proper in this subcommittee to invite a former 
staff member of this committee to come up, speaking on behalf of 
the Department of Agriculture and the pork industry, and then se- 
verely criticize him as being the problem imd the administration, 
goodness knows, with all of the mandates that we have around 
here, for not having a strat^c plan. 

We can't even decide when to adjourn, let alone get any kind of 
a strat^c plan, and to treat the witness like this I think was ex- 
tremely unfair, and I would hope that Mr. Green would have an 
ample opi>ortunity to present the ao-called strategic plan and the 
specific goals for the pork industry. I have the president of the na- 
tional organization, Uie National Pork Producers, Mr. Rose, he is 
on the witness list, and he is pretty glum. I don't know if that 
means he is going to vote for Mr. Perot, or the Governor, or the 
President, or whatever. 

But we need to increase the pork exports. That is the bottom line 
and we need to work together on it. I thank the Chair. 

Mr. Rose. You are excused. You will not be recalled. Thank you 
all very much for an excellent job. Let the record show that Mr. 
Roberts' recent speeches were done without aid of notes. He did it. 
I would like to ask both of our next psmels to come at the same 
time. 

Mr. Larry Barber, the executive vice president and assistant to 
the president, American Federation of Grain Millers, Mr. John 
Reed, vice president international of Archer Daniels Midland Com- 
pany. And he is testifying on behalf of the Millers' Nationeil Feder- 
ation, the National Oilseed Processors emd the Com Refiners Asso- 
ciation. 

And then Ms. Peggy Vining, director of marketing for Rocco, 
Inc., Hfirrisonhurg, VA, testifying on behalf of the National Broiler 
Council, and the National Turkey Federation. Mr. Tim Rose, presi- 
dent of the National Pork Producers Council, Mr. Randy Cruise, 
first vice president. National Com Growers Association. 

All r^ht, Mr. Barber, if you will proceed, sir. 

STATEMENT OF LARRY D. BARBER, EXECUTIVE VICE PRESIDENT 
AND ASSISTANT TO THE PRESIDENT, AMERICAN FEDERATION 
OF GRAIN MILLERS, AFL-CIO 

Mr. Basbeb. Good morning, Mr. Chairman and members of the 
subcommittee. I am Larry Barber. I am executive vice president of 
the American Federation of Grain Millers. Our union represents 
approximately 28,000 workers in the food industry. The livelihood 
of those workers is directly affected by the exports of U.S. value- 
added food products. 
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I am here today to express our views on H.R. 4279, the Coleman- 
Penny bill, which earmarks a percentage of funds under programB 
administered by the U.S. Department of Agriculture for vEilue- 
added exports. In this year, when jobs and the state of the economy 
are the primary political issues, it appears to our union that no one 
subject could be more relevant to the Nation's best interest eis the 
use of Government programs to export food products that generate 
more jobs in the United States. 

Members of unions that comprise the Industrial Union Depart- 
ment of the AFL-CIO have lost jobs in the agricultural processing 
sector which paid union level wages all across the heartland of this 
country. Unlike other sectors of the economy, these jobs have not 
been lost because of a lack of productivity or due to the recession. 
They have been lost to foreign competitors, mainly in the Europe- 
an Community, who have recognized that exports of raw goods are 
not the same as exports of processed meat, grain, wood, or fiber in 
terms of economic activity in their home countries. 

Economists with exalted degrees can argue whether 1 dollars' 
worth of value-added exports creates $1.82 in additional benefits to 
the economy or $1.39. To the flour mills in central Kansas, the rail- 
road switch operator in southern Oklahoma, or the longshoreman 
in the east Gulf of Texas, these arguments and distinctions are 
beside the point. 

The bottom line is that subsidies provided by our competitors in 
Europe have captured the growth in world trade products which 
create jobs in the food sector. Their labor unions, msmagement, and 
government policymakers know that these industries are where the 
growth and jobs are, and are pursuing a deUherate and effective 
strategy to dominate them. 

The common sense of working men and women in the U.S. agri- 
cultural processing industries tells them that adding value to com- 
modities before exporting them is good for their own livelihoods, 
for their communities, and for the nationcd economy. It also tells 
them that our national interests are best served when we focus on 
expanding these exports. Any group or party which does not sup- 
port this goal has lost touch with the national interest and should 
be held accountable by Congress or the electorate. 

There is a typographical error in my statement. I want to make 
sure that that is on the record. It may come as no surprise to the 
members of this committee that the State of Kansas is the largest 
miller and exporter of wheat flour in the United States. It should 
also be no surprise that when no funding is available or flour sales 
are not made under the Export Enhancement Program, the mills 
which rely on exports go to short running time or shut down com- 
pletely. 

At this time, in Kfmsas I know of two mills that are temporarily 
shutdown because of lack of business which is directly related to 
export flour. I know of several mills in Kansas that are running 3 
and 4 days a week because they don't have the work because the 
lack of export. 

In this day and age, we have to protect our own workers first 
and rebuild our economy and put those people back to work, so 
when the people were talking prior to us were talking about un- 
known unemployment and we don't know if it is directly related, I 
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can tell you from experience it is because I have people who were 
laid off at the current — present time who are being impacted by 
lack of flour export. 

I will try and summarize this very quickly. I do want to make 
reference that in the 1980'b, the U.S. oilseed processors shutdown 
22 crushing plants and refineries as a result of reduced exports, 
protein mills, and vegetable oils. These actions were due to the in- 
ability of the United States processors and exports to compete with 
the subsidized production of the European Community, Argentina, 
and Brazil. 

Unfortunately, this situation is no better today. Last year the 
United States had the lowest soybean oil exports in 40 years. 
USDA is projecting soybean oil stocks to fall at a record h^h. As a 
result, meal oil crushing mai^ins are depressed and with them the 
price of soybeans and other oilseeds. 

Unless we substantially expand soybean oil exports and maintain 
Govemment-flnanced meal sales, it is more than likely that the 
trend toward reduced oilseed crushing and plant closings will con- 
tinue. My expertise is not in advising this committee what the 
proper level of expenditures under the Export Enhancement Pro- 
gram or the loan guarantee programs should be. 

I can tell you that given our processing capabilities in the plants 
across America, the current level of Government support for value- 
added exports is not adequate. I can also tell you that the men and 
women who work in these underutilized plants will not understand 
why our Government does not insist that countries which buy 
value-added products under credit from the Europeans are allowed 
to buy only bulk commodities from the United States using credits 
financed by our tax dollars. 

Since tlus is an agricultural committee Eind many of you are 
from rurftl districts, let me make one more point. The farm bills 
you have written over the past decade have been designed, among 
other things, to protect farmer income. Our union applauds this 
goEd but we would also bring to your attention that the Main 
Streets of rural America where no one protects the jobs of workers 
in the oilseed crushing plant or the flour mill, or other wage earn- 
ers in these communities. 

Are we as a nation, and the policymakers of the Government 
export programs, prepared for such — 1 am sorry. The American 
Federation of Grain Millers and the broad, interconnected agricul- 
tural economy tmd community, of which we are a part, urge this 
subcommittee to take up this vital commitment. 

Thank you for your interest and time to address this important 
issue. Thank you. 

[The prepared statement of Mr. Barber appears at the conclusion 
of the hearing.] 

Mr. Rose. Thank you, Mr. Barber. 

Mr. John Reed. 
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STATEMENT OF JOHN G. REED. JR., VICE PRESIDENT, INTERNA- 
TIONAL. ARCHER DANIELS MIDLAND CO., ON BEHALF OF THE 
MILLERS NATIONAL FEDERATION, THE NATIONAL OILSEED 
PROCESSORS ASSOCIATION, AND THE CORN REFINERS ASSa 
CIATION 

Mr. Reed. Thank you, Mr. Chairman. The three organizations 
which I represent thjs morning are in favor of H.R. 4279. To illus- 
trate why, I would like to expand upon Mr. Barber's comments 
about v^etable oil. Twelve years ago, the United States was the 
lai^est exporter of soybean oil in the world. In the 1979-80 crop 
year, we exported slightly over 1,200,000 metric tons of soybean oil. 
Of that total, 889,000 tons were exported without any form of Gov- 
ernment assistance. Government assistance at that time for soy- 
bean oil exports consisted of Public Law 480 and GSM credit guar- 
antees. 

In the 1990-91 crop year, soybean oil exports from the United 
States were at the lowest level in 40 years at approximately 
350,000 metric tons. Of that 350,000 tons exported, only 14,000 tons 
were exported without some form of Government assistance: EEP, 
GSM credit guarantees, or Public Law 480. The reason that the un- 
assisted exports have dwindled to zero, and incidentally USDA's 
own projection for the current marketing year are zero for unas- 
sisted soybean oil exports, is subsidized exports from the European 
Community, Argentina, and Brazil. 

Mr. Barber has mentioned that during the 1980'8 our soybean 
processing industry closed 22 plants. Perhaps the competition, the 
subsidized competition, in world markets was not the only factor, 
but I ceui assure you it was the primary factor in the economic con- 
ditions which forced the closing of those plants. 

I would like to offer two brief ad hoc comments if I may. There 
has been considerable discussion here this momii^ of exporting 
value-added products versus exporting raw unprocessed a^nicultur- 
al products. While that certainly is a valid issue, to me it is not the 
primary issue. 

The primary issue is whether the U.S. exports value-added prod- 
ucts, or whether we leave those markets to competitors who 8ubsi> 
dize their exports of value-added products. Almost without excep> 
tion, an export of a value-added agricultural product does not re- 
place the export of a raw commodity. Impor^g countries which 
want flour want flour, not wheat. Importing countries which want 
v^etable oil want vegetable oil, not unprocessed oilseeds. In your 
deliberations, I would hope that to some extent you will view tJiis 
as a matter of competition with our competitors who subsidize 
their value-added exports, not as a question of replacing unproc- 
essed product exports with processed product exports. 

The other comment I would offer is that the original ERS study 
on the economic effects, economic beneflts of exportii^ value-added 
Eigricultural products was published in July 1981. During the fol- 
lowing 12 months, I personally, with severtil of my professional col- 
leagues on several occeisions, spent many hours with the authors of 
that original study. 

We wanted to use the study if we were persuaded that it was a 
valid study. After our many conversations and research into the 
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subject, we concluded that, yes, it was a valid study. The conclu- 
sions were honestly stated. 'Hie assumptions were spelled out. Any- 
body who reads it carefully should be able to utilize it intelligently. 
We feel just as certain about that today, and also about the more 
recent 1989 publication, as we did 10 years eigo in 1982. 

Thank you very much. 

[The prepared statement of Mr. Reed appears at the conclusion 
of the hearing.] 

Mr. Rose. Ms. Peggy Vining. 

STATEMENT OF PEGGY VINING, DIRECTOR, MARKETING. CHICK- 
EN DIVISION, ROCCO, INC., ON BEHALF OF THE NATIONAL 
BROILER COUNCIL AND THE NATIONAL TURKEY FEDERATION, 
AND CHAIRMAN, U.S.A. POULTRY AND EGG EXPORT COUNCIL 
Ms. Vining. Good morning, Mr. Chairmsui, and members of the 
subcommittee. My name is Peggy Vining, I am director of market- 
ing and sales for the chicken division of Rocco, Inc. Rocco is a broil- 
er and turkey integrator with several operations in the State of 
Virginia and one in Chairman Rose's State of North Carolina, 
which is very important to note. 

Also, I would like to note that I am currently chairman of the 
market development committee for the U.S.A. Poultry and Egg 
Export Council so there are substantial reasons for being here 
today. I am pleased to speak on behalf though of the National 
Broiler Council and the National Turkey Federation. 

What I would like to do is tell you a little bit about how value- 
added exports have impacted our company, Rocco and also our in- 
dustry, the poultry industry. The poultry industry is one of the 
most dynamic and fastest growing industries in the agricultural 
sector. Our industry employs more than 200,000 people nationally 
and it generates more than $26 billion annually in retail sales. Ex- 
ports play a critical role in our success. 

In 1991, the poultry industry exported 680,000 metric tons of 
poultry meat v^ued at some $818 million. That represents a 14- 
percent increase in total exports from 1990, while the value of last 
year's exports increased $21,500,000 from 1990. It would be impossi- 
ble to overestimate the impact of those exports to the poultry in- 
dustry. If we lost, at Rocco, our 34 million dollars' worth of export 
markets tomorrow, we would have to lay off some 325 workers and 
another 40 to 50 grower famiHes. 

This would represent a 10-percent reduction in our total work- 
force. Let us review one market in particular, Mexico, and what it 
has meant to the turkey industry. In 1989, the turkey industry 
shipped 3,838 metric tons of its products, primarily turkey parts, to 
Mexico. By last year, turkey exports to Mexico had increased a 
phenomenal 656 percent and the industry shipped 29,016 metric 
tons of product to Mexico. 

The value of those exports increased 674 percent across the 2 
years, jumping from $5,900,000 m 19S9 to $40,400,000 last year, 
phenomenal. As a point of information for you, one thing to always 
remember: it takes about 2 pounds of feed to produce 1 pound of 
chicken meat, and 2.5 pounds of feed to produce 1 pound of turkey 
meat. 
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That means increased poultry meat exports to Mexico alone in 
1991 generated at least 170,000 metric tons of additional feed pur- 
chases. Overall, the poultry industry purchased more than 2 mil- 
lion metric tons of feed last year for birds specificailly targeted for 
export to overseas markets. 

We feel that many in the Federal Government are still slow to 
recognize and react to the obvious benefits of value-added products. 
As this committee well knows, we still lag far behind the European 
Community. Let me give you just one example of where USDA 
policy is causing us to miss out on a valuable marketii^ opportuni- 
ty. 

In 1990, the then Soviet Union was the biggest export market for 
U.S. chicken purchasing 136,000 metric tons of chicken leg quar- 
ters. During the year of 1991, Soviet chicken purchases dropped to 
83,000 metric tons and this year the former Soviet Republics have 
purchased only 5,000 metric tons. Why has this happened? It has 
happened in part because the European Community has a stronger 
value-added export policy than the United States. 

The European Community ties a large percentage of its export 
credits to high-value products. By contrast, of several bilHon in 
export credits the United States has made available recently, the 
poultry industry has only received $50 million. It should not be a 
surprise then, that the Soviet Union and its successors have been 
buying more value-added products from Europe and using the 
United States as their bulk goods shopping center. 

Three things in our mind must happen if we are to reverse this 
unfortunate trend. One, very simply stated, the USDA must rid 
itself of the notion that gains in value-added exports come at the 
expense of bulk commodities. To the contrary. Value-added exports 
complement and enhance bulk commodity sales. 

Just moments ago I pointed out how poultry exports to just one 
country, Mexico, resulted in the sale of an additional 170,000 
metric tons of meat last year. Increasingly, the emphasis on value- 
added exports puts bulk commodity producers in a win/win situa- 
tion. Two, the USDA needs to do a better job of identifying poten- 
tial value-added markets and of emphasizing value-added products 
in its credit packages. 

The institutional bias in favor of bulk commodities has given the 
European Community a tremendous opportunity to step in and pro- 
mote their own value-added products. The Europeans have identi- 
fied potential markets well and they have developed credit pack- 
e^es that make it almost impossible for a buyer to refuse value- 
added products. Their aggressiveness has left the USDA virtually 
far behind the fight for the value-added market. 

Three, Congress must take definitive action. It is understandably 
difficult for a bureaucracy like the USDA to move away from its 
decades-old emphasis on bulk exports. FAS' entire structure is 
geared to sell bulk commodities. Without definitive action from 
Congress, it is unlikely USDA will have the power or the will to 
move forward. 

Thank you for your time. 

[The prepared statement of Ms. Vining appears at the conclusion 
of the hearing:] 
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Mr. Rose. Mr. T. Rose, cousin Tim, if you could quickly give us a 
few salient points. 

STATEMENT OF TIM ROSE, PRESIDENT, NATIONAL PORK PRO- 
DUCERS COUNCIL, ALSO ON BEHALF OF THE MEAT INDUSTRY 
TRADE POLICY COUNCIL; AMERICAN MEAT INSTITUTE; AMERI- 
CAN FARM BUREAU FEDERATION; NATIONAL CATTLEMEN'S AS- 
SOCIATION; AND UNITED STATES HEAT EXPORT FEDERATION 
Mr. Tim Rose. I will try to be as salient as my fellow Kansan, 
Mr. Rose. 
Mr. Robe. Don't do that now, please. 
Mr. Roberts. Mr. Rose is from Lyons, Kansas, America. 
Lyons, which is in Rice County, which is in my district, and as 
opposed to Des Moines, Iowa. I have nothii^ against Des Moines, 
Iowa. That is where their headquarters are, but the record ought to 
show he is from Kansas. 

Mr. Tim Rose. I was going to do that myself, but thank you 
kindly. I am here this morning representing the Meat Industry 
Trade Policy Committee, MITPC, which includes the American 
Farm Bureau Federation, American Meat Institute, National 
Cattlemen's Association and the United States Meat Export Feder- 
ation. 

The purpose of this group is to foster, develop, aind implement a 
unified effort in pursuing effective trade policy. We have heard in 
a number of words this morning concerning what an effective trade 
policy might be. This group would be glad to help. And it is our 
feeling, Mr. Chairman, that our future depends on an aggressive 
and effective export of value-added products such as red meat in 
the global market. 

To put it quite candidly, we are being smoked by our competi- 
tion. I have been to Denmark, to Moscow, to St. Petersburg, to 
Tokyo, to Seoul, and I have seen what the EC is doing to our red 
meat industry over there. The specific numbers are in the submit- 
ted testimony. We have heard a number of numbers flying around 
the room this morning and I have watched eyes glaze as they went 
Hsdng by, but — so I am not going to get into s[>ecific numbers, 
except for two. 

And those are that Australia is spending $26 million alone in 
Japan on beef, and Denmark is spending in excess of $45 million in 
Japcm alone on pork. Though we are the lowest cost producers of 
pork and high quality beef in this country, we are having trouble 
competing not eigainst the producers of those countries but against 
their governments. 

Communities across this country from California to North Caroli- 
na, and from Minnesota to Mississippi, have long realized the bene- 
fits of added value to products before moving it. I have never seen 
such an explosion of rural economic development as I have seen in 
the past 10 years. I have traveled to North Carolina and I have 
seen what has gone on in that State, and Mr. Chairman, you well 
know how important value-added is to your State. 

And increasingly, these communities cannot understand why our 
Nation cannot seem to come to the same realization that they 
have. They are growing extremely concerned when they see the 
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numbers presented in my testimony turned not around, but grow 
steadily worse. The farmere, rancheiv, packers, and prooesson that 
I am representing here today realize, as Congresaman Grandy al- 
ready said, we are at war, and folks, we are losing, and one reaaon 
is that one hand is tied behind our back. 

H.R. 4279 is a start toward turning the tide prevailing against us 
today. I ask you to please consider the numbers in the written tee- 
timony. They are put together by very hard-working, dedicated 
staff of our red meet industry, and they tell a harrowing tale. 

Thank you. 

[The prepared statement of Mr. Tim Rose appears at the conclu- 
sion of the hearing:] 

Mr. RosK. Thank you very much. 

Mr. Roberts. Mr. Chairman, could I just ask Mr. Tim Rose, and I 
know we have a vote on and I know time is very scarce, but could I 
ask Mr. Rose to prepare us a list of what we should be prepared for 
if we really can't boost our pork sales abroad. I am t.a Iking about 
the industry. I am talking about what we would have to live with 
if, in fact, we continue to lose this war. I want the downside risk. 

Mr. Tim Rose. I would be very happy to do that. 

[The information follows:] 
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Mr. Rose. Randy Cruise, first vice president of the National Corn 
Growers Association, if you can give us about 2 minutes, we will 
appreciate it, please, sir. 

STATEMENT OF RANDY CRUISE, FIRST VICE PRESIDENT, 
NATIONAL CORN GROWERS ASSOCIATION 

Mr. Cruise. Our members support the concept of the bill. Com 
growers know the best way to get a fair price for their crop is to 
expand demand for corn faster than production. However, we urge 
the subcommittee to amend the export credit guarantee provisions 
to set aside 25 to 30 percent of the GSM funds for processed high- 
value agricultural products. This would provide greater flexibility 
for the general sales managers to meet the customer's needs. For 
example, a foreign buyer who wants pork products or corn oil 
doesn't want corn or processed feed. With added flexibility, the Na- 
tional Com Growers can fully support this bill. 

This legislation is essential if the United States intends to cap- 
ture and expand the share of the markets — world markets for high- 
value added agricultural products. Our corn business is livestock 
products. Nearly four out of five bushels of com used in the United 
States goes into the production of meat. 

In the case of livestock exports, the relationship to corn denifuid 
can be clearly identified. Each metric ton of dressed beef exported 
effectively exports 393 bushels of corn. Each ton of pork exported 
effectively exports 170 bushels of corn. 

I would add that farmers who benefit the most from these ex- 
ports of processed products are sometimes farthest from the ports. 
When Nebraska com is fed to the livestock, the interior price im- 
proves and the additional economy activities from feed milling, vet- 
erinary supplies, meatpacking, benefits the rural communities. I 
don't pretend to understand the market scoring, but I would sug- 
gest that the increased economic activities generated by this legis- 
lation would offset any cost. 

Before concluding my statement, Mr. Chairman, I would like to 
emphasize the importance of the U.S. com grower of maiintaining 
duty-free access to the EC's market for another major high-value 
corn-based export, corn gluten feed. In 1990 we exported nearly 
5,500,000, tons of corn gluten meal with a veilue of over $600 mil- 
lion to the European Community. Protection of the zero-duty bind- 
ing for com gluten feed exports to the EC is a vital priority of the 
National Corn Growers Association. 
Thank you, Mr. Chaiirman 

[The prepared statement of Mr. Cruise appears at the conclusion 
of the hearing:] 

Mr. Rose. I want to thank all of you for an excellent job. I think 
we have accomplished a great deal here today. I don't know wheth- 
er this bill is going to be what it takes to get value-added — the 
value-added word out. I was joking with Mr. Roberts. I know some- 
body that is close to Tysons Food though that — he understands. But 
I won't go into that. 

I won't go into anything about the value-added business. I am 
very happy that Rocco, Inc., is in my district, in my new district. 
Smithfield Foods is — if you don't think we could be interested in 
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value-added now, pal, we are going to be in it with both feet down 
in my part of the country. So thank you all for a great job and we 
hope we can carry through on your challenge. The hearing is ad- 
journed. 

[Whereupon, at 12:10 p.m., the subcommittee was adjourned, to 
reconvene, subject to the call of the Chair.] 

[Material submitted for inclusion in the record follows:] 
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STATEMENT ON H.R. 4279 



Mr. Chairman, Mr. Ranking Member, Members of the House 
Subcommittee on Department Operations, Research, and Foreign 
Agriculture I appeac before you today as an original cosponsor 
and strong supporter of H.R. 4279, During consideration of the 
1990 Farm Bill I on behalf of myself, Mr. Penny and Mr, Johnson 
offered an amendment the original form of which is now embodied 
in H.R. 4279 That amendment would hav« required, as does this 
bill, the Department of Agriculture to expend 25 percent of 
Export Enhancement Program (EEP] funds on processed and 
high-value agricultural products. 

Unfortunately, the support which I believe now exists for this 
mandate did not exist in 1990 and w« wound up with an objective. 
H.R. 4279 improves on this concept by also raquirlng a 35 percent 
set-aside for these products in the GSM program and mandating, 
consistent with recent Presidential order, certain cost-revenue 
and employment analyses be undertaken to assess the impact of 
processed and high-value agricultural exports. 

At tines I think I sound like a broken record — value-added 
exports, value-added exports — but their necessity, 
justification, and potential impact are so compelling, one cannot 
sit idly by and let this issue drop and it is difficult to know 
what to include in ones testimony about it. Study after study 
after study reveal that: high-value and value-added agricultural 
commodities are the fastest growing world market; that our 
trading competitors know and are already taking advantage of this 
fact and the economic benefits of these types of exports are 
substantial However, the U.S. commitment, as evidenced by the 
enclosed graphs which I am sure you will hear about repeatedly 
today, has waned and lacks clear direction, H,R, 4279 la one 
means of helping to restore the U.S. role in this market and to 
revive our economy at the same time. 

in which H.R. 4279 establishes for the 
;ulture and our country is long overdue and 

It la a policy that is aimed and almost 
.de higher commodity prices; higher farm 
rnraent prograM costs; more jobs in processing, 
and transportation; and higher corporate and 

.__ . id state income tax revenue. If I might borrow 

a few words from the Chairman of the full Committee, we're 
talking here about "jobs, jobs, jobs!" 

There are really three things to consider here today — the 
facts, the figures, and the logical, hard to refute conclusions 
drawn from these facts and figures. I understand that you may 
hear conflicting views about the "value" of high-value and 
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StatCBcnt of tha Honorable Fred Grandy 






valu«-add«d exports fron son* of the uitnesaea today and others 
may fear H.R. 4279 may Impinge too much on their turf. However, 
I trust, in fact knowing all of you, I know that you will look at 
all the facta and figures yourselves and will come to agree with 
me that the conclusions present a compelling case for a stronger 
policy on value-added exports. 



First a tew of 1 



E many facts; 



1) High-value and value-added agricultural export* ace the 
fastest growing world market for agricultural products — since 
1983 global trade in high-value products has grown by 57 percent 
verus 4 percent tor bulk products. 

2} The U.S. share of this market has fallen belou 9 percent 
while the European Community has grabbed in excess of 47 percent 
of the market; i 

3) The EC has put an emphasis on high-value and value-added 
exports as evidenced by the following levels of export subsidies 
provided to high-value commodity industries in 1988 alone: 

Beef and veal — $922 million 

Poultry neat — S233 nllllon 

Pork — S207 million 

Olive oil — $ 77 million 

Fruits S vegs — $ 77 million 

Wine — S 52 million 

Fats & oils — $ 30 million 
Dairy products — $3.7 billion 

This amounts to $5.3 billion in one year alonel 



60% of one of the newest world market's. Eastern 
1, imports are high-value agricultural coninoditles. 
. 85t Of U.S. exports to that area are currently bulk 
commodities. 

5) The conversion of corn to meat, or wheat to wheat flour, 
or soybeans, sunflowers, cotton seed, or canola to oil and then 

its export requires the application of a greater number of 

i here in this country than does the export of bulk corn, 
r soybeans alone. 



6] EEP 



and GSH are the two heavy hitting policy tools which 
in its arsenal for boosting agricultural exports and 
direction they can be utilized to boost value-added 



: figures or (i 



lalyses if you prefer): 



1) The growth in global trade of 
products is expected to continue at B-! 
bulk is expected to be 1-2 percent at best, 

2) A 1990 Foreign Agriculture Service report stated that 
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"The products most likely to have a significant impact on our 
trade numbers are red meat, poultry products, and both fresh and 
processed fruits and vei^etables. 

3} A previous usqa study revealed that a five percent 
increase in the U.S. share of the global high-value agricultural 
Barket would translate into a S50 billion increase In CNP; a 
$10 billion increase in federal tax receipts; and 1 million 
additional jobs (The goal set by H.R. 4279 of a ISt share of 
the high-value world market would represent about a six percent 
increase over the current U.S. share.) 

4) conservatively, the added economic benefit of $1.00 in 
bulk exports is $1.48, i^ile the estimated added benefit is Si. 71 
for high-value exports, other multipliers present an even more 
proeising picture for value-added products. 

Logical, hard to refute conclusions: 

1] There is a market that American farmers are losing out 

2) Current policies of the Department of Agriculture are 
not being utilized to the extent they could be to help American 
famers take advantage of those aarket opportunities and some 
could argue they are frustrating such an objective. 

3) This is not a battle between bulk and high-value 
-commodities. In fact we want to increase the market for bulk 
commodities — that market, however, will be in this country and 
would greatly outweigh any highly unliXely adverse impact on bulk 
-exports of a redirected policy. What we're calking about here is 
exporting wheat flour made from wheat, neat from livestock that 
has been fed corn and soybeans, and vegetable oil that has been 
■ade from soybeans, cancla, sunflowers, and cotton seeds. 



Let Be sun up by using an illustration that nany of you are 
fBBlllar with — it is the proposed sale of 30 OOO metric tons of 
pork to the former soviet Union. 30,000 metric tons represents 
387,000 head of live hogs. This number of hogs would consume 3.7 
Million busihes of corn, 600,000 bushesl of soybeans. The 
processing of the pork would require 30 635 S-hour days of U.S. 
labor excluding transportation at an average salary in excess 
of SlO/hour. And live-hog prices would be raised by $1.00 to 
Sl.50/owt which would translate into a boost in pork producer 
incoae of $73.43 million. Using various multipliers, increased 
federal tax revenues, above the subsidy required for the sale, 
could increase froni $630,000 to $17 million. However, for U.S. 
pork to be competitive in the world market, it needs an EEP 
subsidy and for the Russians to buy it they need GSM credit. 
This illustration is value-added exports at their best and the 
tools needed to accomplish such sales is what is at the heart of 
H.B. 4279. 
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The Honorable Jim HubbIq 

Before the Commictee on Agriculture's 

Subcommittee on Department Operationa, Research, and 

Foreign Agriculture 

Hearing on H.R. 4279 

July 28, 1992 

Mr. Chairman: 

Thank you tor afCordlng me this opportunity to deliver 
my testimony on behalf of H.R. 4279, and to express my strong 
support for increasing the ainount of high-value products (HVPs) 
included in the USDA's export promotion programs. 

High-value products are becoming the wave of the future in 
agriculture trade. All agriculture products have scmie value 
added, whether it la the harvesting, the transportation or the 
handling. But it is the 'high-valus' goods, those that require 
further va.lue added, such as processing or pacltaging, that are 
dcaninating ei^ort marlceta. It ia good that we export wheat or 
livestock, but it ia better when we export flour or meat. 

In 1989, 74 percent of the world agricultural exports were 
comprised of high-value producta as compared to 66 percent in 
1962. The world markets are demanding more high-value producta 
as consumer's upgrade and diversify their diets, and demand more 
consumer- ready products. And technology has contributed to high- 
value producta' success with developments in processing, 
packaging and transportation of high-value producta helping to 
lower the average cost of production, marketing and shipping of 
theae products to foreign markets- 

And increasing our exports of high-value products is doubly 
good for states such as Iowa. First, the ag economy benefits 
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Page 2 
from Che greacer farm incrane. And aecond economic growth is 
derived Eran the food proceaaing industries located in thoae 
states. Rural states such as Iowa cannot rely solely on the 
agriculture sector of their economy for long-term economic 
development. Instead they must be able to attract industries to 
process their agriculture products in the state -- creating jobs 
and opportunities . 

1 might add that increasing our exports of high-value 
products will not only benefit farmers, but it will also help 
promote economic development and growth through the creation of 
both high and low^wage jobs in the food processing industry. 
Additionally, the U.S. Treasury benefits from having a greater 
tax base with the additional corporate and personal income 
generated by the food processing Industry. 

While Che world agricultural trade martceta are dominated by 
high-value products, in 1989 only SO percent of U.S. agricultural 
exports were HVPs. Our competitors in the EC certainly have the 
advantage of higher price supports and export subsidies when it 
comes to high-value products trade. The question then becomes 
how can the U.S. government promote greater high-value products 
trade without resorting to higher price supports or export 
subsidies? 

The USDA currently has a number of export promotion programs 
at their disposal such as the Export Enhancement Program (EEP) . 
In fact, the 1990 Farm Sill established a goal of spending 2S 
percent of funds for the programs on the promotion of high-value 
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agricultural commoSitieB, It ia my underacaading, however, that 
only B percent of the EEP funds were used for high-value products 
in the current and the previous fiscal years. 

I believe that our failure to promote more high-value 
products allows the EC countries to gain additional marScec share 
in the international agricultural markets. EC countries already 
represent approximately 47 percent oC the world marltet (including 
EC countries) as compared to 9 percent Cor the United States. 
And much oE Che EC's dominance in the world markets was gained 
during the 19B0's while our country's share of the global markets 
declined. As we witness the trend of agriculture trade moving 
towards high-value products, it is hard to Cathom why 30 percent 
of our export asslacaace is still used tor bulk sales. 

That is why I am an original cosponsor and strong supporter 
of Congressman Coleman's legislation, H.R. 4279, to help promote 
high-value products. H.R. 4279 will use our existing 
agricultural export programs to promote additional high-value 
products exports by ensuring at least 25 percent of the funds in 
the agricultural export programs are used for high-value 
Kiroducta. Mr. Chairman, and members of the subcommittee, I urge 
i»ou to act expeditiously in your consideration and approval of 
^his legislation. 
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.lul; 31, 1>»3 



Mr. Chairman and Members of the SubcoMBittee, I appreciate 
the opportunity to appear today to discuss export pcoaotion as it 
relates to processed and high-value agricultural exports. I will 
address the Chairman's specific request to discuss H.R. 4279. 
That bill, Introduced in February, essentially became section 702 
of H.R. 4547, the Freedom Support Act of 1992. My remarks will 
examine the budget and connodity program effects of Section 702. 
Following that, Mr. Green will review the actions the Departnent 
has taken to assist exports of processed and high-value products. 
A First Step; Defining Terms 

It is useful to begin by defining what ue Mean by 
"processed" and "high value" and related terms. USDA data on 
exports use the following terms: raw, processed, bulk, high- 
value, intermediate and consumer-ready. All agricultural exports 
are classified as either raw or processed. Raw conmodlties are 
defined as those not physically transformed after leaving the 
farm, such as unmilled wheat or live cattle. Some value may be 
added in packaging and transportation, but unless the product 
itself Is changed, it is still classified as raw. Processed 
products are raw cowaodltles that have been physically 
transformed . 
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All agricultural exports ar« also categorized as either bulk 
or high-value. Bulk refers mainly to unprocessed cominodltiaa 
that have no significant value added beyond the farm gate. They 
are a subset of the raw cooBodities and include unprocessed 
grains, oilseeds, tobecco, end cotton. A tew coBBOditles are in 
the high-value category, even though they are certainly raw and 
have little value added beyond the fam gate. For exaaple, live 
animals are in the "high value' category. Other high-value 
products have value added after leaving the farm due to handling, 
special transportation, or processing. For exawple, wheat flour 
(processing) and fresh vegetables (packaging) are considered 
'high value." 

The designation as "high-value" in the data is often a 
misnomer as some so-called "high-value" products have much lower 
values per unit of weight than some bulk commodities. For 
example, sunflower oil, which hes averaged about $475 per ton 
(f.o.b.) this year, is designated a "high-value" product but 
cotton and tobacco, bulk commodities, have sold tor an average of 
51,500 and $6,200 per ton this year. 

USDA also provides data separately tor intermediate and 
consumer -oriented high-value exports. Intermediate products, 
such as wheat (lour or soybean meal, are processed but not ready 
tor consumer use. Live animals are classed as Intermediate high- 
value products, consumer-ready products, such as fresh fruit, 
are ready tor final consumption. Both of these latter cases are 
raw unprocessed products, despite their designations as 
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int*r*«dlate and consuaar ready high-valu* products. Although in 
th* ca*« of fraah Cruit, thar* is oftan oonBidarabl* spacializad 
packaging and transport prior to axport. 

Section 702, recently approved by your CoeBlttaa, to expand 
"high-value' and procesead product exports dafinaa 'procasaad 
agricultural product" in a aanner consistant with the 
bepartnent s use of the tars, but daCinea "high-value 
agricultural product" soaewhat differently than USDA doaa. The 
legislation define* "high-value" commodicies as those having 
value on a per voluae basis that i* ■■ substantially higher than 
the value of bulk or raw agricultural commodities *uch aa grains 
and oilseeds." Tobacco is specified in the statute as high 
value, but It has been categorized as bulk under USDA's 
definitions. A«ong the other najor agricultural exports, th* 
legislation would nove raw cotton froa the bulk to high valu* 

Another data issue i* the tera "agricultural product." whan 
this tern is used by USDA, it indlcatea fam products that are 
foods or that have not been processed beyond a primary level. 
Examples of exports classified as nonagrlcultural in U.S. data, 
that may originate on farms, are cigarettes, ethanol, and 
leather. Th* Food and Agricultural Organization (FAO) classifies 
manufactured tobacco as agricultural. So nost international data 
are not directly comparable to those used by the U.S. for 
internal purposes. Cotton and wool textile products are 
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traditionally Kanufacturad products that use an agricultural raw 

Bnpnrt. Proaotion for P rQC«ss«d and 
High Valua Agricultural Products 

Tha incraasa in global exports of "high-value" products that 
ha* occurred during the 1980's raises the question of whether a 
country should promot* the exportation of such products. 
Countrias generally export the products they produce and market 
■ora efficiently compared with other countries. Of course, trade 
barriers and subsidies also matter, and U.S. government efforts 
are focused on reducing their influence. 

If a country exported coffea and bananas, and world import 
demand expanded for coffee and bananas, that country (and the 
whole world) would axport nore of these "high-value" products. 
However, such an increase in world import demand would do little 
to increase the exports of agricultural products of commodities 
in Kansas tor instance — even "high-value" exports such as wheat 
flour. The point is that the pattern world of trade has a lot to 
do with what each country is good at producing. The U.S. 
produces large volumes of bulk commodities very efficiently; 
consequently, U.S. exporta account for a large share of world 
bulk commodity trade. The products we export, and the payoff 
from our export proaotion programs, has more to do with the 
individual products we produce efficiently than with whether the 
products are classified as "high-value" or bulk on one or another 
list. 
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Ona factor b«hina the grmrth in world axporta of "hi^h 
value" product* ha* been the subnidlas and trade barriers of sob* 
countrias. By reatricting ipporta and subsidizing heavily, th« 
EC has becone a wajor axporter of dairy products. Beats, and 
processad fruits and vegetables. In addition, by restricting 
imports of grains (bulk comnodltlas] , tha EC has shifted Its faad 
iMports to non-grain feed ingredients ("high-value" conunodities) . 

The Departaent's goal in adnlnistaring its export proaotion 
programs is to help each conaodity, whether bulk or "high-value," 
achieve its econonic potential in world trade, within the Units 
at program funding and other legislated constraints. This 
includes the AdMiniatration's efforts to expand exports of bulk 
and "high-value" products by negotiating tha reduction of trade 
barriers. For exaaple, agreement to the Dunksl text in the 
Uruguay Round nagotiationa would expand farm trade opportunities. 
It calls for cuts in tha quantity of subsidised exports of bulk 
and high-value products, including flour and dairy products. 
However, tha Dunkel text only requires cuts in export subsidy 
expenditures Cor many processed products, such as pasta, that 
incorporate priaary agricultural products. Ha continue to press 
for cuts in the quantity of subsidized exports of these processed 
products . 

In addition to attempting to reduce trade -distorting 
policies world-wide, the Departaent is promoting U.S. exports by 
facilitating the operation of conpstitive aarkets worldwide, 
helping importing nations develop their economies, and pursuing 
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dMMBtic policla* that anhanc* production afClclsncY and 
ciMipat itivenaaa. 

The Dapartaent recognizaa that "high-value" exports can sake 
iaportant contributions to the U.S. econoay. It is our general 
policy to expana the export pronotion oCtorta devotaa to "high- 
value" exports, and we are doing that. However, decisions to 
proBota exports of certain commodities are based on many factors. 
At preaent, thar« ia no single measure that dictates the 
distribution of export programming aaong the coimodlties nor 
should there be a rigid policy. 

Some ot the factors that bear on the export programming 
decisions in general include the etfacta of promotion on: 

— achievement of reductions in trade -distorting policies 
around the world, 

— trade practices of competitors, 

— conpetltiveneaa in importing markets, 

— denand by importing nations, 

— market development and long-tara potential, 

— program resources, funding and net outlays, 

— fan* income, 

— global supply and demand, including availability of U.S. 
supplies, 

— farm and consumer prices, and 

— the U.S. economy, including anploynent. 

The number of decision factors mean* that It may sometimes 
be rational to reduce promotion of commodities designated as 
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"high-valua* and prcmot* those d«*ignat«d as bulk. oth«r tloss, 
ths convers* nay bs trus. The U5DA noeds flaxibllity to be able 
to rsBpond to Murkst conditions and BaxlBiia the bMieflt to U.S. 
agriculture, employment and the economy, unfortunately, the 
initially proposed amendment to H.R. 4S47 would have placed t^ulte 
rigid requirements on the way export promotion programs' 
resources could be allocated, requirements that the 
Administration could not support. Such constraints could cause 
not only lost sxport sales but also lost opportunities to achieve 
trade policy or other policy objectives. 
Market and Budget Effects of Section 702 

I will now turn to the anticipated effects of Section 702. 
The original amendment would have set aside each fiscal year no 
leas than 3S percent oC program resources under the export credit 
guarantee programs (GSH-102/103] for procsssed and "high value" 
products, and set aside no less than 35 percent ot funds 
available tor EEP bonuses tor such products. As adopted, the 
earmarks for promotion of processed and "high-value" exports were 
changed to be required "to the extent practicable. " 

In a letter to Chairman de la Garza, dated July 2, 1992, the 
Congressional Budget Office (CBO) estimated that the earmarks in 
Section 702 would raise the Department's allocation of resources 
devoted to promotion of processed and "high-value" products from 
that assumed in the CBO beseline. CBO concluded there would be 
an increase in resources to promote processed and "high-value" 
products and a reduction in resources to promote bulk products, 
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vhich uould cauM export* and' prlc«« of bulk cc»Bodltl«« to 
daclina. CoBvodity Cradit Corporation (ccc) nat outlays would 
Incraaaa in FY 1993 and FY 1994 a> a raault oC larctar datlciency 
pay»anta on tha bulk coaaodltiaB. 

The President's Budgat, which ia the USDA basalina, assuaes 
that 25 parcant of tha EEP bonusas go to facilitata exports of 
■high-valua" and processed products. This is consistent with the 
•xlsting target within Section 301 of the Agricultural Trade Act 
of 197S, as aaanded by the Food, Agriculture, Conaarvation, and 
Trade Act of 1990. Consaquantly, a requirement to program 25 
percent of bonuses to "high-valu*" and processed products would 
not require a reallocation froa the aasuaed pattern ot 
programing, and therefore we would not score section 702. 

It Kay be useful to review how the Oepartaant scores bulk 
and "high-value" EEP' facilitated sales. The initial effect of 
providing an EEP initiative and subsequent EEP sale is an 
incraasa in quantity demanded for export. However, the net 
increase in demand ia usually axi^cted to be lass than the size 
of the sale for several reasons. Competitors may increase their 
subsidies and take aalas away in other subsidized markets; some 
portion ot tha EEP sales may substitute Cor sales that would hava 
baan mad* anyway; nonsubsidizing competitors may direct their 
aitportB at nonsubsidized markets, reducing our shara there; and 
hlghar U.S. prices nay result, reducing the quantities demanded 
In domestic and international markets. The size at the net 
increase in demand will datermina tha effect on the U.S. price of 
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the EEP comaodlty. IC thara is a n*t Incraaaa in damand, aa wa 
expect occurs with EEP, U.S. pricea riaa. 

For auch conooditiea as wheat, wheat flour, barley, barley 
nalt, and rice, the increaaa in quantity demanded cauaad by the 
EEP leads to higher tar>-lavel pricea and budget savings du* to 
reduced deficiency paynants for those crops. Vegetabla oil EEP 
sales raise prices for vegetables oils, lowering potential 
marketing loan outlays for minor oilsaeds, and possibly aoybaans. 
For m«at, eggs, and other livestock products, any budgat savings 
are much less direct. EEP-facilitated axports raise farm-leval 
prices. Farmers respond to these higher prices by expanding 
livestock and poultry production, which raises domestic t«ad 
gr«in use and feed grain prices, lowering feed grain deficiency 
payments . ' 

The budget costs of the EEP — that is, the net budget 
outlays — have been subjected to rigorous analyaia. Wheat and 
feed grain EEP initiatives reduce deficiency payments, which 
offsets the costs of the bonus payments. In fact, under 
plausible assumptions about the size of the export expansion, the 
wheat EEP Initiatives reduce overall net CCC outlays. However, 
livestock and livestock product EEP initiativea have only 
indirect offsetting budget effects. 

Overall, the EEP has been scored as budget neutral because 
the net effect of reduced outlays on grains offsets Increased 
outlays for EEP bonuses awarded for other nonprogram commodities 
and products. However, if bonuses for "high-value" and processed 
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product exports greatly axceed the 35 percent level, at some 
point, the EBP May no longer be scored aa budget neutral. 

As the discussion thus Car indicates, aany of the "hlgh~ 
value" aru] processed products that have been part of the EEP have 
little or no offset in farn progran savings. However, because 
they generate economic activity and therefore personal incone, it 
has been suggested that the effect on general tax revenues be 
considered when detereining the budget iMplicatlons of an EEP 
initiative. This approach is conceptually correct if the goal is 
to find the effect of an EEP initiative on the total Federal 
budget deficit. 

HovBver, scorekeeping guidelines used by CBO and CMB do not 
consider secondary revenues and costs. Cost astinates of 
asendaents and bills are based on the direct costs and revenues 
generated. In addition, even if general tax revenues could be 
used as an offset, we have almost no ability to estinate them 
vith any accuracy. 

The market effects regarding export credit guarantee 
progress are similar to those just described. He do not have a 
specific budget baseline assumption on the percent of CSM-102/103 
credit guarantees issued in connection with exports of "high- 
value" products. Because of the language of Section 70J and the 
fact that it docs not require an increase in the overall program 
l«vel of guarantees to be made available, we have not given 
Section 702 a budget score for its effect on credit guarantee 
programs. The possible paygo implications of the bill are still 
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under r«vl«w. Howavar, a luindatary aamark, and aven Section 702 
itself, could raault in incraasad nat CCC outlays. 

Undar cradit ratorm raqulramanta, th« budget costs oc tha 
CCC export cradit guarantaa programs are based on the estiwatad 
lifetime cost to tha Federal govarnnent of Bsklng tha cradit 
guarantaa* available. Both budget authority and outlays are 
based in large part on risk factors associated with Baking the 
guarantees available in connection with sales to buyers in tha 
various countries. The conmodity composition of the guarantees 
made available is not a factor in detsmining the budgetary costs 
of the progran other than how it night influence which countries 
are allocated guarantees and, therefore, the risk of default. 

While making more CCC export credit guarantees available for 
"high-value" products may not increase the cost of tha eKport 
credit guarantee prograns, it could incraaea nat ccc outlays for 
conmodity programs. If there is a reduction in bulk coMmodity 
exports and a rise in deficiency paynents. on the other hand, 
maintaining the level of export credit guarantees available for 
bulk commodities, and increasing the level of guarantees 
available Cor "high value" products could increase the program 
level available for "high value" CCC credit guarantees which 
would require an increase in budget authority and outlays tor the 
program. 

The reporting provisions in Section 702 are troublesome. 
The reguirenent to subnit quarterly and annual reports showing 
costs and iaputed revenues within 30 days of the end of fiscal 



d by Google 



year quarters and the fiscal yaar presents problems of data 
availability and estiaation methodology, ay statute, monthly 
trade data are not available until 6 weeks after the end of a 
month. Further, methodoiogy currently available for •stlwatinq 
imputed revenues has been applied to annual data and is based on 
additional production and expanded markets rather than market 
substitution which would occur under the requirements of this 
bill. The volatility of trade, particularly on a quarterly 
basis, complicates separating expanded markets from substitution. 
The research efforts of the Department should not be taken to 
indicate the feasibility of neasurinq with precision the effects 
of exports of specific commodities on taxes, revenues, or the 
other aggregates listed in the bill. 

In closing, Hr. chairman, I would like to return to the 
question of the factors that influence our export promotion 
decisions by using as an example an EEP-facilitated sale of 1 
million tons of a raw commodity, compared with an EEP- facilitated 
sale of I million tons of the raw commodity converted to 
processed form. In some cases, the processed product exports nay 
be at a disadvantage in world markets because the processor is 
paying a higher -than -world price for the raw commodity. However, 
these higher raw material costs would be more than offset if the 
EEP bonus per ton exported is greater for the raw ton converted 
to processed form than for the raw ton without processing. 

Suppose that in this example a higher bonus for each unit of 
the raw commodity is needed to export the processed commodity. A 
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higher bonu« for th* proc*SB«d product night b* going toward 
Mking it cOBpatitiva in world aarkats by offsattlng hlghar-than- 
■verage U.S. processing costs, distortions in tha world market 
tor the procassing services, or an importing country's preference 
for raw covwodities. In this case, a fixed leval of overall EBP 
progranMing may rasult in smaller export* of the raw commodity 
because exporting in tha processed form requires a higher bonus 
for each unit of the raw comaodity. The situation is analogous 
to using part of export assistance funds to cover freight. The 
result is that for a given level of programming, less volune of 
the raw commodity is shipfted whan the resources are used to covar 
costs other than tha cost of the commodity in raw for*. If more 
EEP bonuses are awarded which cover processing costs for a raw 
commodity for which there are target prices and fewer are awarded 
for the raw coamodlty, the result aay be lower farM-level prices, 
lower farm incomes and greater daficiancy payments. 

This example illustrates aome of tha passible tradeoffs in a 
prograaming decision. There is no easy way to generalize as to 
what type of product should receive export promotion programming. 
Decisions must be aade on a cBse-by-case basis, taking into 
account the range of factors mentioned earlier, such aa the 
effects on a coapetitor's subsidy activities, supply and demand 
conditions, market development potential, and so on. The 
designation of "high-value" or "bulk" provides little or no 
specific information on these factors and, therefor*, can be 
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misleading and even positively counterpcoductive if used to apply 
a rigid cequirenent. 

That conplAtaa my tastinony, Mr. Chairman. I an ready to 
respond to any questions you or the other Members may have. 
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Mr. Chairman and ueBbers of the Subconnlttee, I appreciate the 
opportunity to appear befoct you today to discusa the actions the Departaant 
has taken to prouole U.S. exports of high-value products. 

1 would like to begin by briefly revievlng recant trends In agricultural 
trade relating to products that USDA classifies as "hlgh..value." 

Uorld agricultural trade in high-value products has been increaalng at a 
faster rate than trade In bulk conDodities for aeveral decades. The 
difference vas particularly pronounced In the 19S0's. Belveen 1980 and 
1990, global high-value product export! increased nearly SO percent froa S87 
billion to S130 billion, excluding trade anong neaber nations of the 
European Connunlty (EC). During the saae period, vorld exports of bulk 
connodilles actually declined, falling fron £56 billion to S5Z billion. 

High-value products today account for more than 70 percent of total 
world agricultural trade, and this share is expected to reach 75 percant 
before the end of this decade. 

U.S. agricultural exports are nore evenly balanced, reflecting the 
traditional strength* of U.S. agriculture In the efficient production of 
large volunes of bulk connodltias. Nevertheless, U.S. export trends clearly 
reflect the draaatlc growth in vorld deoand for high-value products. 
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In cmlendar year 1980, U.S. bulk agricultural exports were $78. B 
billion, Bore than double the S12-*-billion Itvel of high-value product 
exports. In contrast, by 1991, U.S. bulk exports had fallen to S20.5 
billion. Heanvhlle, our high-value exports had cliabed to a record S2I1.6 
billion, nearly a 70-petcent increase and the first tiae that U.S. 
bigta-value exports exceeded bulk coercdity export). Since 198S, grovth 
rate* for U.S. high-value exports have averaged nearly 10 percent a year, 
lit a result — and despite the very strong competition froe the EC — 
the United States has increased It* share of world trade in high-value 
igricultural products. The U.S. share, at 13 percent in the early 1970'$, 
reached 14 percent in 1980 and la nov around IS percent, excluding intra-BC 
trade. The EC, too, has experienced rapid grovth in lis hish-value exports, 
but euch of this grovth has been vilhin the Cooaunity. Intta-BC trade In 
high-value products aore than doubled fion 1980 to 1990. 

The success stories for U.S. high-value products are many and varied. 
Let Be offer Just a fev exaaples for products covered under our various 
. export programs — 

o U.S. exports of red aeata (irtiich have not received direct export 
subsidy assistance) have increased lOB percent in the 
last 5 years, settins a record high of more than SZ.S billion 
in 1991; and exports for the first 5 months (January-Hay) of 
this year are nearly 11 percent ahead of last year's pace, 
o U.S. vegetable oil exports totaled S640 million last year, a 
13 percent increase since 19B7, and exports so far In 1992 
■re up 53 percent compared vlth the sane period last year. 



db, Google 



o Poultry uat exports reached a record S818 ■llllon last year, 

up 103 percent in the lait 5 y*acB> and this yeat'a axporls ace 

up 11 percent so far. 
U.S. exports of eggs and egg products have Incteaaed 63 percent 

in the last 5 years to $143 Million In 19S1, and 1992 sales are 

running slightly ahead of last year's pace, 
o Dairy product exports, though dovn 3 percent last year froa 

1987'5 high level, are surging back tbls year, up 94 percent 

fron last year's level. 

Higji-Valuc Export Proaotion in USM Prograas 

Hr. chairnan, ve appreciate the continued interest of the Congress in 
efforts to expand U.S. exports of processed and other high-value products. 
USDA shares these goals. Our export programs have played an iaportant role 
in prOBOtlng U.S. htgh-value exports and boosting the U.S. export share in 
the face of subsidized coapetltion froa the EC. Products designated as 
"high value* receive around 29 percent of the total support provided by USDA 

These prograas include the Export Enhanceaenc Frograa (BEP), the 
Sunfloverseed Oil Asalstance Program (SOAP), the Cottonseed Oil Assistance 
Prograa (COAP) , the Dairy Export Incentive Prograa (DEIP), the GSH-102 and 
GSH-103 export credit guarantee ptograas, tke F.L. 480 prograa. Section 
416(b}, and the Harket Pronotlon Program (HPP). 

The Departnent has been expanding its efforts to promote exports of 
high-value products through these programs. 
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BBP, SOAP. COAP, «i>a I«IP 

In tbe current 199Z fiscal year (throufh July 21), «e have announced 15 
first-tlae BBP initiatives and A6 renewals of previous initiatives. Six of 
(he fital-tlB« initiatives and 20 of th* tenevals ate for high-value 
products. Currently, 24 of the 55 EEF Initiatives vlth outstanding balances 
■re for high-value products and, if BBP- facilitated sales on these 
outstanding balances vete aade today, over 32 percent of EEP bonuses avarded 
would go to pioaote high-value products. 

Aaong specific high-value products, ve have announced the availability 
of fiscal 1992 EEF bonuses for sales of — 

o 1.35 Billion utric tons of flour, conpared vith 1.05 ■illlon 

tons for all of 1991. 
550,000 tons of vegetable oil, compared uilh 402,000 tons for 

o 25 Billion dozen eggs, conpared vlth 17 aillion dozen for all 

100,000 tons of barley aalt, coapared vlth 65,000 tons in 1991. 
480,000 tons of tice, nearly five tiaes the level for all of 
199)1 although USDA classifies rice as a bulk couodlty, I 
■ention it because Billed rice appears to be included as a 
high-value product under the proposed legislation. 
It is iBportant to recognize, in the case of the EEP, that vhlle USDA 
provides the incentives to sell high-value products, «e cannot guarantee 
that exporters vlll take advantage of these opportunities. Because narket 
conditions deteraine sales, nany of the initiatives expire vith outstanding 
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baUnca*. Alio, under l«glsUtlv« uid prosm critarla, BBF 1« to ba uacd 

Nevertheless, the EEP plays a key role in boosting U.S. exports of 
high-value pcnductB. Foe exaBpls, so £a[ In fiscal 1992, EBP bonusas have 
supported U.S. exports of over 343,000 aetric tons of vagstable oils, aore 
then double the sales voluae for all 1991 end soon to set a nev record blgfa. 
Sisllarly, fiscal 1992 poultry sales to date facilitated under BBF total 
nearly 24,000 aetrlc ton*, nearly 20 percent higher than the level for all 
o£ 1991. 

Any analysis of U5DA efforts to pcoaote high-value export* Mist Include 
the SOAP, COAP, and DEIP piograas. These progreas exclusively proaote 
high-value U.S. exports — sunfloverseed oil, cottonseed oil, and dairy 
products such at nilk povder, cheese, and butterfat. 

For fiscal 1992 (as of July 21), ve have announced 10 SOAP initiative* 
— four nev initiative* and six renevals. This coapare* vith only three 
Initiatives in fiscal year 1991. Sunfloverseed oil sales facilitated under 
SOAP have already reached 173,000 netrlc tons this fiscal year, aore then 
tvice the sales volune during all of 1991. 

Under the COAP, ve have announced eight initiatives this year, of vhlch 
three were flrst-tiee initiatives and five vere renevals. Ve announced only 
four COAP initiatives in fiscal year 1991. Cottonseed oil sales to date 
facilitated under COAP, at 35,700 netric tons, have already surpassed 1991's 
level. 

Volunes of sales facilitated under the DBIP are also up substantially. 
Fiscal 1992 sales currently total: oore than 11,000 aetrlc tons of 
butterfat, slightly above the level for all of 1991; over 38,000 tons of 
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■Ilk powder, Bore than double 1991's voluae; and aore than 3|300 tons o£ 
cheese, tvo-thlrds above 1991'a level. 

Under lb« four anport bonus prograas together — EEP, COAF, SOAP, and 
ISIF — close to 15 percent of the bonus aaounts avarded to date this year 
have proBOtcd high-value products, coapared vith less than 13 percent for 
all of fiscal year 1991. 

CSM-1(Q/103 Export Crgdtt Gunrmteca 

Hr. Chalrun, I will nov turn to the GSH-102 and GSH-ia3 export credit 
Suaruilet proxrans. As you know, these prograas are designed to facilitate 
U.S. exports by guaranteeing exporters that they vill be repaid for 
coBBoditias sold on credit to foreign purchasers. The iaporting countries 
decide lAich coeeoditles, vith respect to vhich export credit guarantees 
have been nade available, they desire to purchase. As a result, the 
coverage provided for high-value products varies from year to year, 
depending on country needs iuid narkec conditions. 

This fiscal year, of the total export credit guarantees that have been 
announced as available, around $1.4 billion, or 23 percent, have been ude 
available in connection vith U.S. exports of high-value products. 

Aaong specific products, this includes credit guarantees already 
announced as available In connection with S6A9 aillion in sales of U.S. 
protein meals, about $212 nllllon In sales of vegetable oils, S92 nlllion 
in sales of nonfat dry silk and other dairy products, and more than S60 
aillion in sales of frozen or chilled seats. All these figures are veil 
above averages of previous years. 
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P.L. *B0 and Section 416(b) 

Although not covered by the proposed leglilation, the asslatuice 
provided through P.L. 480, Section 4ie(b) donations, (uid other prograu 
should not be overlooked in Measuring USDA's support for U.S. high-value 

The P.L. 480 and Section 416(b> prograiu include concessional sales and 
donations of U.S. connodides to developing countries. Both bulk am) 
high-value coamodi ties are provided, dependins on the availability of 
products and the needs of recipient countries. The fiscal year 199! 
announced levels for P.L. 4B0 Include S336 Billion in planned ahipMnts of 
high-value agricultural products — 30 percent of the total value of 
concessional sales. Under Section 416(b), high-value products account for 
S211 nillion or 57 percent of the total estlaated value of planned 



Karket Pro>etien Prograa and Other Activities 

The HPP progian provides cost-sharing funds to eligible trade 
organizations to pronote the exportation of U.S. foods, beverages, and other 
agricultural products to foreign aarkets. Of the S200 Million allocated in 
fiscal 1992, S157 nillton or nearly 80 percent is targeted to the proMtion 
of high-value products. 

Ue urge that Congress continue funding tor the HPP at the S200-Billion 
level provided in the President's fiscal year 1993 budget. 
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As I've already noted, the high-value Barltet is vhere the future growth 
vill b« for U.S. faraers and exporters, and this Is precisely vhere nost of 
the KFF funding is targeted — to building export narkets for U.S. 
high-value products. 

The EC, our aaln coitpetitor, paid out direct subsidies of nearly Sl.S 
billion to European producecs and exporters of high-value products in 1990. 
The EC and Benber govemnents also offered their exporters nany other 
indirect subsidies. USDA's SZOO-nillion annual program level for HPF pales 
by coapailson, but it has been sufficient up until nov to help U.S. farnecs 
and exporters boost their exports of hlgh-value products to a record S22 
billion forecast for this fiscal year, up nearly AO percent since 198S. 

ConcluBJon 

Hr. Chalraan, high-value products are currently the fastest grovlng 
cooponent of U.S. agricultural exports and nov account for nore than half of 
our total agcicultursl exports. They have been setting new records year 
attec year, while, in fact, bulk connodity exports are not doing as well. 

USDA export prograas give a high priority to the promotion of high-value 
products. They have helped the United States stake a growing claln on a 
seg»ent of world trade long domlnaled by the EC. 

In allocating program resources, we will continue to provide strong 
support for high-value exports as part of our overall effort to expand 
Barkers for agricultural products, protect U.S. competitiveness, and 
aaintaln our position as the world's largest agricultural exporter nation. 



db, Google 



decisi 



and Che needs ot our cuscoi 

high- value ex pod 
and nevly Industi 
programs 



prograns 

Hy poini 
based nainl 
irefom the 
increased U. 



IS indicated, however, prograailng 
on a csse-by-case basis considering world aarket 
d dcaand conditions, the policies of our coapetltors, 
sconers, the buyers In inporting countries, 
filial point here today. The gcealest growth in U.S. 
s that we are experiencing is occurring In higher incoH 
lalized countries. By contrast, sost of our export 
ng the EEP and GSH prograas, are directed aainly to lover 
The HPP progran is the aajor exception. All our export 
for only about 20 percent of U.S. agricultural 



ifforts CO expand narkets for U.S. high-value exports 

I subsidization are at variance with U.S. efforts to 

world's agricultural trading systen. The prinacy obstacles to 

Lgh-value exports today In both higher Incone and low-incoae 
the trade barriers that ve are working very hard to reduce In 
ternational trade negotiations. Efforts to open narkets. for exaaple red 
at in Japan, have paid positive dividends for such exports. Be will 
otect and promote our trading Interests with the policies available, and 

Hf. Chairman, that completes my statement. I will be glad to respond to 
y questions that you or other members of the Subcorulttee nay have. 
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I am pleased to appear before the Committee today to discuss the budgetaiy 
impact of H.R. 4279, a bill to enhance the competitiveness of U.S. processed 
and high-value agricultural products in export markets and expand domestic 
employment opportunities. The Congressional Budget OfGce (CBO) 
estimates that this bill would cost about $85 million over fiscal years 1993 and 
1994, though it could be carried out in w^ that would cost substantially 
more. 



WHAT THE BILL DOES 

H.R. 4279 would require the Secretary of Agriculture to run the Export 
Enhancement Program (EEP) so that, to the extent practicable, 25 percent of 
the subsidies went to processed agricultural products and high-value products. 
Similarly, the bill would mandate that the Secretaiy run the Expon Credit 
Guarantee Program so that at least 35 percent of the credits would be for 
processed and high-value products. Each of these targets is 10 percentage 
points above the levels assumed in the baseline used for the 1993 budget 
resolution. 

According to the bill, a processed agricultural product is one derived 
from a bulk or raw agricultural commodity that, by processing, is increased in 
value and made more appropriate for human consumption and use. Such 
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products include livestock and poultiy products; wheat flour; milled rice; 
reHned sugar; vegetable oil; and prepared, preserved, canned, frozen, 
refrigerated, and other processed food products. 

High-value agricultural products have a value per unit that is 
substantially higher than that of bulk or raw agricultural commodities, such 
as grains or oilseeds. Such products include fresh, chilled, or frozen meats 
and other livestock and poultry products, eggs, breeder stock, plant seeds, and 
tobacco. 

Hie two export programs included in the earmarks are the Export 
Enhancement Program and the Expon Credit Guarantee Program. TTie EEP 
began in 1985 and was reauthorized by the Food, Agriculture, Conservation, 
and Trade (FACT) Act of 1990. Under this program, the U.S. government 
provides cash subsidies to exporters of specified commodities to seleaed 
countries. The Secretary of Agriculture has discretion over the countries to 
which subsidies are o^ered, the commodities for which subsidies are available, 
and the amount of subsidy provided. Most of the EEP subsidies are for 
wheat, but subsidies for wheat flour, feed grains, vegetable oils, eggs, and 
other commodities have also been offered. Under current law, the Secretary 
is required to establish an objective that 25 percent of EEP subsidies be used 
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for processed and high-value products. That percentage has not been 
achieved. 

Under the Export Credit Guarantee Program, also reauthorized in the 
1990 FACT Act, the government guarantees expon financing for U.S. 
agricultural commodities. Current law mandates that a minimum of 
is billion be made available annually through 1995 for short-term guarantees 
(up to three years) and a minimum of SOJ billion for intermediate-term 
guarantees (three to 10 years), plus $1 billion over fiscal years 1991 through 
1995 for guarantees to emerging democracies. The sales are made on 
commercial terms, but the importing country benefits from the advantageous 
credit tenns that the U.S. guarantee makes possible. The Secretary of 
Agriculture determines which commodities receive guarantees in consultation 
with the recipient countries. In order to induce a country to purchase a 
specific product, an EEP subsidy may be necessary. Recently, the republics 
of the former Soviet Union have been given EEP subsidies in addition to 
export credit guarantees for wheal purchased from the United Stales. 

Currently, raw commodities appear to be more appealing to^recipient 
counuies than high-value or processed products. Such countries most often 
request bulk commodities under the Export Credit Guarantee Program, and 
a large share of outstanding and unused offers of EEP subsidies are for higb- 
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value products. Tberefore, tbe Depanment of Agriculture (USDA) might 
have to offer significant subsidies in order to create suflldem demand for 
high-value or processed products to meet the targets the bill specifies. 



TOE COST OF H.R. 4279 

Current law requires the Seaetaiy of Agriculture to establish an objective of 
providing 25 percent of EEP subsidies for processed and high-value products. 
H.R. 4279 would create a stronger mandate, requiring the Secretary to run the 
two export programs so as to achieve specified percentages of processed and 
high-value products. CBO believes that the bill's targets can be met and 
assumes that the Department of Agriculture would make the efforts necessary 
to attain them. 

One can meet these earmarks in two ways. One method would be to 
expand the size of the two expon subsidy programs by adding extra subsidies 
for processed and high-value products. This strategy would lead to increased 
outlays each year for these programs. The other option is to substitute 
processed and high-value products for other commodities, while maintaining 
the same amount of export subsidies. This method would leave export subsidy 
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costs unchanged, but would increase outlays for federal price support 
programs in 1993 and 1994. 



ExpandinE the Export Proerams 

CBO estimates that expanding these expon programs would increase outlays 
by more than $200 million a year--about S130 million in 1993 for the EEP and 
about S90 million for export credit guarantees. The volume of export credit 
guarantees, which have a subsidy rate of 12 percent, would increase by 
S785 million a year. 

If the Secretary of Agriculture uses this method of meeting the 
earmark, then CBO would anticipate no significant impact on commodity 
prices or on the cost of the government's price support programs. The cost 
of such programs could be reduced because additional exports of some 
processed and high-value products, such as meats and poultry, would lead to 
greater use of corn and other program commodities for animal feed. But we 
expect that the Secretary would offset any possible increase in market prices 
induced by increased feed demand by lowering the required acreage reduction 
percentage announced atmually for corn and other program commodilies. 
Additional exports of other high-value products, such as fruits and vegetables, 
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would not affea the cost of commodity programs. Thus, we project that 
market prices and deficiency payment rates, which move with market prices, 
would not change signiHcantly. 



Suhstituting Hieh-Value Products for Bulk Products 

Alternatively and, we believe, more likely, the Secretary could attain the bill's 
objectives by substituting processed and high-value agricultural products for 
bulk products, such as wheal or corn. If the targets arc met in this way, the 
amount spent for export subsidies would not change. Costs for price support 
programs would increase, however, because the reallocation of export 
subsidies would result in reduced demand for commodities with price 
supports. 

This cost increase would occur because, in general, a dollar of subsidy 
for the export of processed or high-value products creates much less demand 
for a raw cotiunodity than a dollar of subsidy for exporting the commodity 
itself Asaresult, the market price of that commodity would fall. Moreover, 
if it is covered by the government's price support program, the cost of that 
program would increase. 
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For example, the EEP subsiify for wheat flour is typically around SIOO 
per ton, snd the subsidy for raw wheat is about SSO a Ion. Thus, the cost of 
the subsidy for an equivalent of each ton of raw wheat is substantially greater 
for wheat flour than for raw wheal, even after taking into account that a ton 
of wheat flour is derived from 1J6 tons of wheat. As a result, a shift of 
subsidies from wheat to wheat flour would cause overall wheat use and the 
price of wheat to fall and the cost of the government's wheat program to rise. 

Substituting meat for feed grains would generally cause an even greater 
drop in grain prices because much of the value of the meat derives from 
factors other than feed. (In the case of beef, for example, these factors 
include the costs of the feeder steer, hay, other feeds, farm labor, interest, 
transportation, and marketing.) For beef, pork, and poultry, the EEP 
subsidies or the export prices for the guarantee program are signiftcantly 
greater than those for com and other feed grains for which they might be 
substituted. Thus, the dollar-for-doUar substitution of meats for com in the 
export programs would result in decreased com use because the reduction in 
com exports would far outweigh the increase in com consumption caused by 
increased meat exports. 

CBO expects that increased subsidies for high-valued products would 
largely displace subsidies for wheat. This shift could lead to a drop of more 
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than four cents per bushel in the market price for wheat in crop years 1992 
and 1993. That price reduction would result in an increase in deficiency 
p^ments-support payments paid to farmers who participate in specified 
commodity programs-of about ESS million, spread over two fiscal years. 
Since the acreage reduction percentages for 1992 commodity programs and 
for the 1993 wheat program have already been armounced, the Secretary 
could not adjust the percent^e lo o&et this short-term price effect. In 
contrast, the loss of exports in future years could be of^t by raising the 
acreage reduction percentage. The cost of H.R, 4279 could vary significantly, 
depending on which high-value or processed commodities receive the 
subsidies and what raw commodities they would replace. 

Although proponents argue that this bill could have beneficial effects 
on other aspects of economic activity-by increasing employment, for 
example-tbose do not have a direttt budgetaiy impact. CBO has no basis for 
estimating any economic effects thit might result from a change in the mix or 
volume of agricultural exports as A consequence of H.R. 4279. 
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Hr. Chainun end Nembars of ttiB 3ubconBlCCae : 



I am pleased to be here today to dlscuaa the govamnant'a role in 
•sporting high-value agricultural products. Specifically, I would 
like to coanent on tiauae related to H.R. 4179. Thia bill delinea 
'proceased" and "high-value" agricultural producta and eatabllahes 
•et-aalde* for theae producta. Theae aet-asidea aeek to ensure, to 
the extent practicable, that thoae producta receive 33 percent of 
export credit guaranteea laaued by the Departnant of Agrlculture'a 
(irSDX) CoiModlty credit Corporation and 39 percent of the bonuaea 
awarded under Ita Export Enhancement Program (EEP) . My coMMenta 
are based on prior OAO reporta on U8DA export prograaa and 
govenuMntwlde export proaotlon progruw, and our ongoing work on 
high-value products (HVP).' 

While we do not agree that a widely cited 1989 USDA EconoMlc 
Reaaarch Serrlc* (EDS) atudy* aupport* the concluaion that the 
econoalc Multiplier generated by exporting ftVPa greatly axceeda 
that trtm exporting bulk coNUNlltlea, there are a number of good 
reaaona why HVP exports ahould be conaldered by the U.S. govamnent 
for export promotion aasiatance. 
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Th* KVP (hac* □( world crada was about USD billion In 
1990, which rapraaanta about 75 parcant of global agricultural 



Hocid HVF trada !■ continuing to grow aora rapidly tliao 
bulk trada, although HVP aqM^ta ara axpanding aora alowly 
than world trada In nonagrlcultural producta. lUKl, RVV aqjrart 
growth la axpactad to contlnua aa world Incooa rlaaa. It 
■akaa aanaa to puraua growing aarkata. 

HV7 producta ara Bora oaslly dlffarantiatad through 
advartlalng, aarkatlng, and product davalopcMnt. Thaaa ara 
activitlaa in which th* Unitad Stataa aay hava a co^araciva 
advantaga . 

Soae HVF producta aay b« subjaet to (awar awlnga In prlca 
and daaand aa caa^arad to bulk producta, and thua aay offac 
■ora atabla ■arJtat outlata. 

Proaoting HVP axporta offara tha Unitad atacaa an 
opportunity to radlract its approach to agricultural axporta 
froB a production orlantatlon, which aovoa aurplua production 



Intra -European CoHunlty (EC) trad* la axcludad froa thaaa 
■tatlstlcs. If Intra-EC trada la not axcludad, tha HVP ahaca of 
world trada la about 1256 billion In 1990, which rapraaanta about 
80 percent of global agricultural trade. 
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CO ovariaaa Barkata, towscd ona that la markat baaad and 
caaponilva Co Incacnaclonal deaand and U.S. conpeclClvanaaa . 

Tha Unlcad scatsa apanda algnlticancly sera on proBoClng hlgti-valua 
agrlculCural producCa Chan bobC of lea compatltora, howavar, Chaaa 
copvatltoca appaar to cacalva a graatar ratum on thalr aarkattng 
Invaatxant. Many of our conpatitora-^EC naClona In particular — 
hava davalopad conaldarobla axpartlaa In Idantlfylng KurkaCa and 
aaphaalzlr.g tha use of markst reaaarcli to tailor proBotlona to 



It ts laporCanC to nota that without a crai^rohanalva atrataqlc plan 
tor proaMtlng all U.S. axports. Including agricultural products, 
tha U.S. govanvaot way find iC difficult Co aflactlvaly uaa the 
public reaourcaa davotad to axport proaotlon. Therefore, wa 
ballava that narrowly focuaad azport pronotlon Inlclatlvaa ahould 
not ba conaldared ontalda the traaawork of auch a plan. Such a 
plan haa yat to be davalopad althar govetn>ant-wlda lor U.S. 
asporta or within USDA Cor agricultural exports. 



Bigh-valua agricultural products Include a wlda variety of Itena 
Boat of which have value added to their original acata through 
apactallted handling, transportation, aarketlng, processing, or 
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packaging, aomm products »l» conaldar*d highly procaaiad HVPi . 
Thaa« Includa praparad naac. Bilk, buttar. and caraal praparationa , 
and praaacvad frulcs and vagatablaa. Othac* aca conaldacad 
semlprocaaaed HVPa. Thaaa Includa whaat flour, ollsaad cak* and 
■aal, and vagatabla oil. Howevar, not all KVPs racalve thl* 
daalgnation bacauaa of procaaalng. For axBNpla, traah frulta and 
vagecablea ara catagorlzad aa HVPa bacauaa tha raw i iimiiiiiII I m haa an 
tntrlnalcally high valua. 

Bulk coMudltlas, which ara raw agricultural products, bava littl* 
valua addad aftar tha lara gata baaldaa ralatlvaly uncoapllcatad 
transportation and handling coata. Soa* typical bulk i ii^iiilll [■■ 
ara whaat, com, riea, oilaaada, row tobacco, and raw cotton. Ovar 
tha yaars, bulk en— oditlaa hava aada up the largaat portion of 
U.S. agricultural axporta. 

Praaantly, HVPa conatltuta a growing proportion of world 
agricultural axporta. But thay hava hiatorlcally foraad laaa than 
halt of U.S. agricultural axports. conqMtltlon la strong in KVF 
norkata, and tha United Statas and tha Europaan Conaunlty, tha 
U.S.' largast coMpatitor. both usa govammant prograa^ to proaota 
•xporta. Ovac tha past thraa dacadas, tha U.S. ahara of world HVP 
axporta, excluding Intra-BC trade, has Increaaad ttem 10. a percent 
In 1962 to 15.6 percent In 1990. Tha EC'a ahara Increased fro* 
13. S percent in 1961 to 20 percent In 1990. 
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THE IHPOHTAMCE OF A STRATEGIC KCPORT PROMOTIOM PIAH 

Ttia Unltwl SCstai ip«ndi conalderabla Boncy on axport promotion. 
Howcvar, thara la bo national •tratagy that guides how thaa* fundi 
are usad. Furthaimora. daaplta a raqulraaanc in tha Food. 
Agricultural Conaarvation, and Trada Act of 1990 that USDA pxapara 
a "long-cara agricultural tsada atratagy,' USDA haa yat to coiwiat* 
thla iaportanc taak. Conaaqucntly, taxpayara do not bava 
raaaonabl* assuranca* that tha coitaldarabla public funds axpandad 
on axport proaotlon ara balng affactlvaly uaad to avhaaiza aactors 
and prograaa with tha hlgheac potantlal ratuma. 

In avaiiiacing tha USDA'a axport proBotlon actlvltias. It la 
liqwrtant to axaalna how thay fit into govanuMntwlda afforta to 
proBota U.S. producta in world aarltats. Praaantly, ID (adaral 
govamaent aganciaa offar prograaa to haip bualnaaaas bagin 
a:qK>rclng or to axpand thalr axporta. In tiacal y«ar 1991 chaaa 
aganciaa apant about (3.7 billion on aiport proaotlon progrsM and 
approvad about S21.4 billion In axport loona, cradit guarantaca, 
and Inauranca. Howavar. thaaa aiqmrt proaotion prograaa asa not 
fundad on tha baals of any gavam«antwtds atratagy or aat of 
prloritlea. For axaapla, whlla agricultural product* constltuta 
only about 10 parcant of U.S. axporta, USDA apant about f3 billion 
on axport prooutlon In fiscal yaar 1991. In othar worda, USDA 
apant slMoat thrao-quaxtars of tha govamaant's outlaya on axport 
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In QUE racant raporc to tha Houaa Coomlceaa on Go 
Oparatlons rvvlaulng tha rasourcaa ol all fadaral gov* 
aganclas Involvad in axport peoaoclon, wa racoaaandad that Congraas 
raqulra all axpoct prosotlon pcogrsBa to ba Intaqrata^ into a 
govarimancwlda ■erataglc plan and fundad In a aannai; conalatant 
HltJi th* prloclciaa glvan thaa undar tha plan. Ha ballav* that 
Implenantation of this racoMMiidatlon will halp aMora that U.S. 
axpoct pcoBotlon pEogcaaa ar» cacclad out In a aannaE that 
BaxiMlzaa thaic poCantlal foe contributing to tha U.S. aconowy. 
Tha govammant'a praaant approach to axpoct proaetlon lacka 
cohacanca bacauia no ovacall atcatagy and aat of pclorltlaa oxlat 
to gulda agency af forts. 



OSPA STILL LACKS k STRATgQIC PtJUl 

Tha Food, Agrlcultuxa, conaarvaclon, and Trada Act of 1990 caqulrad 
USDA CO davalop a long-tacm agclcultuxal trada atrataqy, and 
raquicad a capoct to Congraaa on tha long-tam trada atrataqy by 
Octobac 1, 1991. Spaclflcally, tha act provldad that tha atratagy 
should b« dasignad to aosuca 

. tha growth of axports of U.S. agricultural co— odltlaa. 



, the efficient, coordinated use of tadaral proqraMa daalgnad 
:o proBota tha axpoct of U.S. agricultural c 
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. ths provlalon of food aaalatanca and tha Improvaaant 
loaaaEcial potential ol narkata for U.S. agricultural 
n davaloplng countclaa, and 



ol traditional oarkata for U.S. agrtcuIturAl 

coMNOditlaa . 

In addition, the act ouindatw] that USDA daalgnata priority growth 
■arkats and davlaa individual narkat davalopawnt plana for aach 
priority aarkat. 

Kor* than a yaar ago I tastlfiad bafora thia SubcoMiitta* that tha 
USDA'a Agricultural Narkatlng S^rvlca and Foralgn Agricultural 
Barvlca (FAS) vara In tha final atagaa of davaloplng naw atcataglc 
plana.* Thaaa plana vara axpectad to (1) adapt thalr prograM* to 
changing aconoaic condltlona, (1) anaura tha aoat atfactiv* usa of 
raaonccaa, and (3) stranqthan th* intagtation of atrataglc 
■arkatlng activitlas. USDA appointad FAS aa tha laad agancy to 
prapara tha raqulrad anltlyaar agricultural trad* atratagy, aa 
apacKlad undar tha 1990 lagialatlon. Thla waa a logical cholca, 
glvan tho FAS' roaponalbllltlfla In proBotlng agricultural axporta. 
Including HVPa. Tha FAS' High Value product! sarvica Dlvlalon la 
raaponalbla for davaloplng and ImplaBentlng policial, sarvlcaa, and 
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Dasplta lait yaar's «p*ctaelana, ttim plan haa not bean coaplatad. 
According to USDA oftlclala, afforta to coaplata It hava foundaead 
bacauaa of aathodologlcal Maaknaaaaa and concaptual daf Iclanclaa . 
On Fabruary 24, 1992, USDA notlllad Congraaa that It doaa not plan 
Co publlah a long-tarn agricultural trada atcatagy raport, but will 
oontinu* to wock on davaloplng thla atratagy.* Tha lack o{ 
prograaa by IfSDX In coa^latlng a long-tara agricultural trada 
•tratagy to guida tha funding, daalgn, adalnlatration, and 
organlaatlon oC its agricultural axport afforta la unCoctunata. 
without auch a plan It la difficult to aatabllah what aupport U8DA 
•houU glva to KVF axporta. 

gPLICATICffl a C r ?■■■ «2T9 TOR U.S. AGRICULTU BAL TMDl 

Tha daclarad policy of M.R. 4279 la that tha U.S. ahara of world 
trada in procawad and hlgb-valua agricultural producta ba not laas 
than 15 parcant. it Intra-EC trada la ascludad fros tha roluaa of 
world trada, aa wa baliava la approprlata, than thla goal waa 
alraady accoapllahwl In 1990. Tha USDA'a Efonoalc Raaaarch Sarvlca 
recently aatlaatad that U.S. KVP exports accountad Cor 19.6 parcant 
of world KVP trada in 1990. 



HPSDA invoked tha "acarca federal raaources" section of tha 1990 
Act whan it notifiad tha Senate and Houaa Agricultural C 
in February 1992 that it doaa not plan to publish tha report. 
Thla section requirea tha concurrence of both cONBltteaa to na 
do atudiaa and raporta required by the act. To data, this 
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Of Boaa concacn to ua !■ ttia potanttal that USDk will not nas Its 
•xport proaotlon budget attactlvaly in caapona* to tha blll'a 
parcantaga goal toe HVP asport aaalatanca. Aa I atatad aarllar, w* 
ballara thara ara good caaaona to aupport Inccaoaaa In HVP axporta. 
Bnfavac, tha laval at auppoct and tha apaclClc typaa of pzograM* to 
aaalat HVP axporta atioald ba baaad on an ovarall agrlcultucal trad* 
atraeagy that, in torn, la ona co^Nmant ol a govemmsntwld* export 
proMOtlon atratagy. EEP and tha Kspoct Credit Ooarantae ProgxaMa 
(Oaneral salaa Nanagar-ioa and -103) aay not ba tha beat way to 
aaalat HVP axporta. By Mandating that a aat percentage of tita 
programa ba aade available foe RVPa, tbare la do aaauranca that tha 
fnnda will ba apent aa affectively aa poaaUla. Attractive export 
opportnnltlaa In balk -co^odicieH ear ba forgone in order to 
■Blntaln tba alnlaoa proportion of aaaiatanca Bought In the act for 
HVPa. Or, aaaiatanca to HVP axporta that do not rapraaent a good 
osa of prograa raaourcaa aay ba eade alaply to aaintain tha ratloa. 
Our ravlewa of tha Targatad Export Aaaiatanca program and tha 
Markat ProK>tlon Progzaa bighligbced how prograM fnnda can ba 
waatad whan aora eoney la available than can ba affectively used.* 
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CQiiFtjaioii OVER Hvp Ejpowa' EcoHomc annFiTfl 

Aa I Matad Mirllar, wa ballava thara ara good raaaona toe tba 
govarnaant Co ba intaraatad In proaotlng tfta axport of HVPa. 
Howavar, thara !■ conaldarabla confualon orar Cha natura of tha 
aconoBlc banatlta of HVF asporta. Although a 1989 BUS ataff atudy, 
Enportlnq ProcnBagd Inataad of Haw Agricultural Produeca , la 
fraquantlr cltad to aupport tha propoaltlon chat tha aconoBic 
banatlta of HVP aiport proMotlon axcaad thoaa of balk ai^orta, wa 
think that Ita analyals doaa not sapport aaeh a conclnatoit. nw 
clalaad banadta -axm baaad on kay aaauMptlona that randax tba 
study's conclualona unraallatle, and tha atudy ahould not ba naad 
aa tha prlaary baala for govam«ant axport aaalatanca for HVPa. - 

ttim ens atudy eoncludad that If Ita aaauaptlona hold, a 'prlaa" 
awaits a nation that anccaaatullr axporta HVPa. ror axaMpla, It, 
Inataad of axportlng (1 kllllon of whaat, tha Unttad atataa tuzna 
that whaat Into tloux that la than axportad, tha doaaitlc acoiu»y 
■Ight gain 19 Billion tn bualnaaa activity, aaploynant for 109 
workara, and Incraaaad tan ravanues. Howavar, tha BUS atudy 
qualtflaa Ita conclualona by stating that tha conpntad output and 
•■ployiNnt affocta ahould ba viswad aa potantlallv avallabla and 
raprasent the aaaiauB affact of Incraaaad azporta. 

Tha requlraaanta for achlavlng this aaxlniB allact ara atrlogant 
and unlikely to ba caalizad. First, for tta cosqwtationa, BR8 
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assuMd tluc cha UiUCad 3cata« would faca a mm and paraanant 
Incraaav In KVP axpoct d— and ■ Kowavar, aa eha atudy polntad oac, 
ttiara la no aaauranca that ]uat bacauaa tha United Stataa wanta to 
•xport Bora procaaaad producta othar countriaa will buy thaa. 
Sacond, ESS aaauBaa that all tha inputa. Including capital, 
Infraacmctura, and any laboE naadad to tranatom a bulk coaaodity 
Into an BVP asport, ar« currantly unawplovad . With thla 
aaauaptlon, HVP aiiports can ba Incraaaad without alfactlog Input 
prlcas or talcing Inputa away froa othar aaccora of tha aconoay. 
Tha ERS atudy aaauaaa that thaca Is no opportunity coat to 
Incraaalng tCVP production and axporta, l.a., no othac production 
will hav* to b« glvan op. siaply put, tha all*g»d galna froa an 
Incraaaa In KVP axporta In plaea ot bulk axporta la darlvad 
antlraly froa tha aaauaad productlva attorta of uoa^loyad workars 
and capital. Mlth auch an analytical approach, tha aoat 
•conoalcally baoadclal axport will alwaya b« tha ona that uaaa tha 
■oat uoaqtloyad t 



In cooclualon, wa ballava that proaoting ElVPa has aarlt. But, t 
aaount of fadacal funda to ba apant on HVP aaalatanca and how tJi 
ahould ba uaed ahould not be daterolnad In Isolation. What wa 
think la Bost laportant la that a long-tat* agricultural trada 
stcatagy ba davalopad and intagratad Into a coaprahanalva. 
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govs ctunntw Ida axport proKoclon plan 1 
cesourcaa ar* •ffaetivBly uaad. 



Hr. Chalraan and Ha«b«ra of th« 3ubco«Mlttaa, thla coitcludaa My 
pr^>aEad itataBant. I will ba bappy to raapond to any quaatlona 
chat you aay hava. 



Ordtrlng Infornmlon" -^ 

Th« nrjl copy or tich GAO report and lallnranr U trtt. AddllionaJ 
copit) ir« SI Mch, Ordtn ihould ba mm to Um roUowlna addnu 
•Mompanlvd b; ■ check ar montr aniar mtdt out to th« Suptrin- 
tandtnt oT Documtnti, when nmtMmrj. Ordon for 100 or mor* 
copit) Id tM milttd lo i iln|U addnn an dbcounlod U ptrcent. 

V£. Gviwril Accountlnf OflTct 
P.O-BoiMI! 
Gtilhcnburg, :.[D KitT! 

Ordtrt maj' ibo b« placid by callln| [ZODXTSSUl, 
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STATEMEHT 31 lABBX D. 3ABBZR 

EXECUTIVE VICE PRESIDENT AND ASSISriNT TO THE PRESIDENT 

ilHZRICAK rEDESATICS OF GRAIN KILLERS AtL-CIO 



SUBCOMMITTEE OH DEPARTMENT OPERATIONS, 

RESEARCH, AND FOREISN AGSICULTURE 

COMMITTEi ON AGRICULTUM; 

U.S. HOUSE or RSPHESENTATIVES 

July 29, 1992 

GOOD MORNING, MR. CHAIRMAN A-NB MEMBERS 07 THE SUBCOMMITTEE. I AM 
LARSY BARBER. EXECUTIVE VICS PRESIDENT 0; THE AMERICAN FEDERATIOK 
OF QRAIH MILLERS. OUR UNION INCLUDES ZB,SOO MEMBERS, WORKING IN 
THE FOOD IHDUSTRIES. THE LIV3LIH00D OF EACH OF THESE WORKERS IS 
DIRECTLY AFFECTED BY EXPORTS OF U.S. VALUE-ADDED FOOD PRODUCTS. 

I MOULD ADD THAT THE INDUSTRIAL UNION I REPRESENT, STRONGLY 
SUPPORTS THE DEVELOPMENT OF UBOR-KAMASEMEKT PARTNERSHIPS TO 
STRENGTHEN U.S. IHDUSTRIAL COMPETITIVENESS. IN FACT, THE GRAIN 
MILLERS HAVE A COMPLETE SET 0? GUIDELINES FOR LOCAL UNIONS TO USE 
IN STRUCTURING COOPERATIVE PA.5TI1EBSHIPS WITH MXNACEMiHT. THE 
EXPORT PROCESSING INDUSTRY COALITION IS AH EXAMPLE OF THE KIND OF 
INDUSTRY- LABOR RELATIONSHIP WHICH OUR UNION CAN SUPPORT WHOLE- 
HEARTEDLY. 

I AM HERE TODAY TO EXPRESS OUR VIEWS ON H.R. 4279, THE COLEMAH- 
PENNY BILL, WHICH EARMARKS A PERCENTAGE OF FUNDS UHDER PROGRAMS 
ADMINISTERED BY THE U.S. DEPARTMENT OF ASSICULTURE FOR VALUE- 
ADDED EXPORTS. IN THIS YEAR, WHEN JOBS AND THE STATE OF THE 
ECONOMY ARE THE PRIMARY POLITICAL ISSUES, IT APPEARS TO OUR UNION 
THAT NO ONE SUBJECT COULD BE MORE RELEVA.ST TO THE NATION'S BEST 



d by Google 



INTEBEST AS THS USE OF GOVERjrMZHT PBOGRAKS TO ZXPORT FOOD 
PRODUCTS THAT OiHERATE HORE JOBS IH THE ".S. 

KiKSESS OF UNIONS THAT COMPRISE TKE INDU3TBIAL UNION DEPARTMENT 
OF THE AFL-CIO HAVE LOST JOBS IN TH5 ACHICVLTURAI. PR0CESSIN5 
SECTOR WHICH PAID UNION LEVEL KACES ALL ACROSS THE HEARTLAND OF 
THIS COUNTRY. UNLIKE OTHER SECTORS OF THE ECONOMY, THESE JOBS 
HAVE NOT BEEN LOST BECAUSE OF A LACK OF PROCUCTIVlTi; OR DOE TO 
TKE RECESSION. THEY HAVE BEEN LOST TO FOREIGN COMPETITORS, 
KAINLV IH THE EUROPEAN COKMUHXT!(, MHO HA'/E RECOGNIZED THAT 
EXPORTS OF PAW QOODS ABE NOT THE SAME AS EXPORTS OF PROCESSED 
MEAT, GRAIN, WOOD, OR FIBER IN TERMS OF ECONOMIC ACTIVITY IN 
THEIR HOME COUNTRIES . 

ECONOMISTS WITH EXALTED DEGREES CAN ARGUE HHETKER A DOLLAR'S 
WORTH OF VALUE-ADDED EXPORTS CREATES SI. 82 IN ADDITIONAL BENEFITS 
TO THE ECOHOMi OB ONLY 51.39. TO THE FLOUR KILLS IN CENTRAL 
KANSAS, THE RAIISOAD SWITCH OPERATOR IN SOUTHERN OKLAHOMA, OR THE 
LONGSHOREMAN IH THE EAST GULF OF TEXAS, THESE APGUHEHTS AND 
DISTINCTIONS ARE BESIDE THE POINT. THE BOTTOM LINE IS THAT 
SUBSIDIES PROVIDED BY OUR COKPETITOBS IN EUROPE HAVE CAPTURED THE 
GROWTH IN WORLD TRADE IN PBOCUCTS WHICH CREATE JOBS IN THE FOOD 
SECTOR. THEIR LABOR UNIONS, MANAGEMENT, AND GOVERNMENT POLICY- 
MAKERS KNOW THAT THESE INDUSTRIES ARE WHERE TKE GROWTH AHD THE 
JOBS ARE, AND ARE PURSUING A DELIBERATE AND EFFECTIVE STRATEGY TO 
DOMINATE THEM. 
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TH£ CCXiOH SZN'SE Of WORKING H£H AS'3 WOMi:-' IN V.S. AGBICULIVRAL 
PROCISSING IK3USTRIES TELLS THtM TSAT AESIHO VA1V2 TO COMMODITIES 
BIFOSI SXPORTING TMIM IS GOOE FOR THEIR CWN LIVILIHOODS, FOR 
TKEIR COMKUNITIES, AHD FOR TH2 NATIONAL SCOHOMY, IT ALSO TELLS 
THEM ISAT OUS NATIONAL INTEREST IS BIST SERVED KiiCH WZ FOCUS OS 
EXPANDIHG THESE EXPORTS. AN: GROfP O? ?i3TY Vr.ZCsi DOES NOT 
SUPPOST THIS GOAL HAS LOST TCCCH WITH TrIE NATICUAL INTEREST ASD 
SHOULD 3" HELD ACCOUNTABLE B'i CONGRESS CS THE ELECTORATE. 

LtT KE BRIEFLY DESCRIBE THE CIBCUKSTANCIE WHICH MEMBERS OF 
SEVERAL OF O^'R UNIOKS ARE FACING IN THE U.S. FOOD PROCESSING 
SECTOR. 

IT HAV COKE AS NO SURPRISE TO KEM5EHS OF THIS CWCilTTEE THAT THE 
STATE OF KANSAS IS THE LARGEST KILLER AHD EXPORTER OF WHEAT FLOUR 
IN THE U.S. IT SHOULD ALSO BE NO SUSPIESZ THAT WHEN HO FUNDING 
IS AVAILABLE OR FLOUR SALES ASE KAQZ UNES3 THE EXPORT ENHANCEMENT 
PB0GRA.1 THE MILLS WHICH RELY ON EXPORTS GO TO SHORT RUMHINC TIME 
OR SHUT DOWN COMPLETELY. 

AT THIS TIKE, WE ARE AWAEE OF TWO MILLS SHUT DOWN AHD SIX MILLS 
RUNNING ON SHORT DAYS IN KANSAS DUE TO THE LACK OF EXPORT FLOUR 
BUSINESS, OVER 80 JOBS IN LOCAL CO>mUNIIIES HAVE BEEN LOST AS A 
RESULT 07 THIS SITUATION, NOT TO KEKTIO^' IHE IMPACT ON RELATED 
INDUSTRIES SUCH AS TRUCKING, RAILROAD, AUD BAG MANUFACTURING. 

THE GLOBAL ENVIRONMENT FO.^ FLOUR TRADE DZRiCTLY DICTATES WHERE 
THE JOBS ARE IN THIS INDUSTRY. IF PEOPLE ARE WORXING, IT MEANS 
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OUR TSADE POLICIES, INCLUDING EXPOB? PRCSSA.MS, ASS ALSO W03KIKC. 
IF H0BK3SS ARE LAID 07?, IT KiANS TKEV AR'N'T. IN THE FLOUR 
INDUSTSY, THE EVIDENCE INDICAISS THAT OUS CLTtREST TRADE POLICIES 
ARE CftUSIHO US TO LOSE GROUND TO OUR TOS-rSH COKPSTITORS. 

CS:OH M-HBESS WHO WORK IN THE OILSEED PSCCiSSIKfl INDUSTRY ALSO 
HAVE niT THE IMPACT OF LOST EXPORTS. IN THE 1980'S, U.S. OIL- 
SEED PROCESSORS SHUT DOWN 22 CRUSHING PLU.TS AND REFINERIES AS A 
RESULT OF REDUCED EXPORTS OF PROTEIN MEAIS AND VIGSTASLE OIliS. 
THESE ACTIONS WERE DUE TO THE INABILITY OF U.S. PROCESSORS ASD 
EXPORTERS TO COMPETE WITH THE SUBSIDIZED PS0DUCT:oN 0? THE 
EUROPIAN CO!»r,'NITY, ARGENTIA, AND BRAZIL. 

UNFORTUNATELY, THE SITUATION IS HO BETTER TODAY. LAST YEAR THE 
U.S. HAD THE LOWEST SOYBEAN OIL EXPORTS IN 40 YEARS. USDA IS 
PROJECTING SOYBEAN OIL STOCKS THIS FALL AT A RECORD HIGH. AS A 
RESULT, MEAL-OIL CRUSHING MARGINS ARE DEPRESSED AND, MITH THEM, 
THE PRrCE OF SOYBEANS AND OTHER C 



UNLESS WE SUBSTANTIALLY EXPAND SOYBEAN OIL EXPORTS AND MAIHTAIN 
GOVERS'HENT-FIHANCED MEAL SALES, IT IS MORS THAN LIKELY THAT THE 
TREND TOWARD REDUCED OILSEED CRUSHING AH3 PLANT CLOSIKGS WILL 
CONTINUE. 
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MY EXP-MISE IS SOT IH ADVISING THIS COKXItTEE WHAT THt PR0P2R 
LEVEL or EXPENDIT'JRES UKDEB THS SXFCRT ESHXSCEMENT PROGRAM OR THE 
LOAN GL'AHAHTEE PROGRAM SHOULD BE. I CAN TILL YOC THAT, GIVEN OUR 
FROCESSIHG CAPABILITIES IH PLANTS ACROSS AMERICA, THE CURSENT 
LEVEL OF GOVEHNMENT SUPPORT 70H VALUE-ADEiS EXPORTS IS NOT 
ADEQUATE . 1 CAN ALSO TELL VOU THAT THE MIS AND WOMEN WHO WORK IN 
THESE UNDERUTILIZED PLANTS WILL NOT UKDESiTAKD WHY OUR GOVERNMENT 
DOES HOT INSIST THAT COUNiaiES WHICH Wi VALUE-AnOED PRODUCTS 
UNDER CKEDIT FROM THE EUROPEANS ARE ALLOWiS TO BUY ONLY BULK 
COMMODITIES FROM THE UNITED STATES USING CREDITS FINANCED BY OUR 
TAX tXlLLASS. 

SINCE THIS IS AN AGRICULTURE COMMITTEE AND MANY 07 YOU ARE FROM 
RURAL DISTRICTS, LET ME MAKE JUST ONE MORS POINT. IKS FARM BILLS 
YOU HAVE WRITTEN OVER THE PAST DECADE HAVE BEEN DESIGNED, AMONG 
OTHER THINGS, TO PROTECT FARMER INCOME. OUR UNIONS APPLAUD THIS 
GOAL. BUT WE WOULD ALSO BRING YOUR ATTENTION TO THE MAIM STREETS 
OF RURAL AMERICA WHERE NO ONE PROTECTS THE JOBS OF WORKERS IN 
THE OILSEED CRUSHING PLANT OR THE FLOUR KILL, OR OTHER WAGE 
EARNERS IN THESE COMMUNITIES- 

RURAL DEVELOPMENT IS OFTEN CITED AS A BASIC RESPONSIBILITY OF 
THIS COMMITTEE. IN OUR VIEW, PROTECTING IX PORT -DE PEN DENT JOBS IN 
THS AGRICULTURAL PROCESSING SECTOR OF AMERICA KAY BE THE MOST 
IMPORTANT RURAL DEVELOPMENT PROGRAM THIS COMMITTEE COULD UNDER- 
TAKE. 
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Ka£ ME AS A NATION, AND ABE TKI ADHIHISTXATORS Km POLICYKXXSItS 
O? OUR G0VERNM3KT EXPORT PRCCRAHS PREPABID FOR SUCH A DEFENSE OF 
OUR NAttONAt INTERST? THE AKISICAH TZDIHATION OF GBAIN KILLERS 
AND THS BROAD, INTERCONHECTEQ AGRICULTURAL CCOWOMY AND COMXONITY 
OF WlilCH WE ARE A PART, URGE TKIS C0HMITTE5 TO TAKE UP THIS VITAL 
COHMITKSHT. 

THANK YOU FOR YOUR INTEREST AND FOR THE TIME TO ADDRESS THIS 
IMPORTANT ISSUE. 
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John G. Reed, Jr. 
Archer Danieli Hktland Con^ny 



HOUSE AGFUCULTURE SUBCOUIirTTEE ON DEPARTMErfT OPERATIONS, 

RESEARCH, AND PORBGN AGRICULTURE 

July 28, 1992 



Mr. Chairman and Members of the subcommittee, I am Jack Read, Vice 
President, International, Archer Daniels Midland Company. I appear today on 
behatf at the National Oilseed Processors Association, the Com Refiners 
Association, and the Millers National Federation, M of which an manners of the 
Export Processing Indus&Y Coalition fEPIC"). 

We appreciate the opportunity to ucprau our views on the importance of 
agricultural exports«...particularly vahi»«dcM processed agricultural products. 

Exports help the agricultural economy. The output of over two-fifths of our 
harvested acreage Is exported. Chw-flfth of tanners' cash receipts and one-fourih 
of rural merchants' cash receipts are derived from exports. 
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Exports of both raw and pro cmu l producta gimrali the ■flidincles and 
econoinie* of acala nrhich kaep conaumar food coata low. The linHad Statss has 
the workTa lomst percentaga of paraonal Income used for food. 

AgrfcuHural exports geneiaM over one^iaH mlHon (arm jobs. Another half- 
million jobe In storage, processing, packaging, merchandlaing, shipping, and 
fbundng depend on exports. 

These downstream ]oba are good jobs. A recent USTR report noted: 
"Workers employed In export-related jobs earn 17% more than the average worfcere 
In the UnllBd States." 

Exporting agrteuitursl products Is a S100 Ulllon doRar bualneei Our 1992 
wports of $41 union generated anodw tSi bOlion worth of acUvity for the rest 
of the economy. 

The USTR report best summed up the Importance of exports to the Nation 
as follows: 

"The fonnula for the thrust of U.S. Trade Policy Is dear. Exports are good 
for the United Slates and good for \i£. woitors. The U.S. must not shrink 
from international competition." 
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During much el Ihe isecs, our agricultural ftda poHey lorcad us to 'shrink 



procMsod product ssctora. 

Tint shrinkage Is evident In the number of totillles leaving the farm, in the 
22 soybean processing plants which have closed since 1980, In midwest Hour mHs 
which are operating at less than capacity, In the 15% decline of the grain rail car 
and barge fleets, in the boarded up storefronts, decaying roads, and under-funded 
schools of rural America. 

Each doilar of agricultural exports generalss «i addttional $1^1 worth of 
■ctMty tor the rest of the economy, in both 19M and 1990 we exported $41 bflllon 
worth of agricultural products. Each year, exports generated over $100 bilUon 
worth of activity for the whole economy. 

However, inflation mates a dHfarence. When ad|usted to constant 1960 
dollars, our 1990 exports were worth only $25 bilHon, and the total activity 
generated throughout the economy was worth only $80 bUHon. This $40 billion 
loss In constant vaiue has made firnHlependent states realize that agriculture 
requkes Increating real exports to provide a sufficient engine for theft econontes. 
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ToMy, (■III ilMi plmim wn hwUnQ to npndid food pmcMihtg m a 
tmm» to rteevir |obt low duilnfl ttn tww wniilan of — 1960^ HudioflM 
expHHlon Is dapendant upon nporti. And thost npoftt dspond upon 
govammant acUon to lave! the playing fiaid." 

Stttod Munily, we have oflan managed agrtcullural feido poflcy to xhieve 
goal! which have litlla to do wHh compaeng In the mariu^lace. We heve iieed 
trade ae a fonn of Inte ma ttenel poHUcal patronage. For example, we eaded a 
m^r part of our oilseed and oUeeed products trade, once Ainerlca's lergest 
foreign exchange earner, to the European CommunHy, Argentina and Bnzil. 

Today, budgetary conatrainto delenwine trade policy. SecnMy Haiflgan 
racanlly declared: "Expoit subsidies of Mgh vahis produoto ara flnAed by 



The European Community has no such constraints. Tlie EC hae a focueed 
competitive trade strategy. EC countries know enctly what they want to nnct 
from the global markelplaca...what economic and employment benellk Ihey hope 
to gain from «ide..ju>d they proceed systomsOcally through govammenVprhtato 
Industry collaboraiion to extract (hose bsnsfHs. 



d by Google 



149 

CompMlng ttw yw 1960 and 1990, the wkM of EC agricumiral trade 
doublad. The ECs shan of wwld agricultural tndi increaaed 14%, while our 
than decUnad 5%. The EC targeted the vaJue4ddad sector of agricultural trade 
bacauaa that Is where the growth la. That ia alao where trade aubsldles return the 
most benedls In the form of expended employment wd economic acttvlty. 

Oiff agricultural trade b currency managed under a 'minimum Initial 
sxpancttura' ctftorta. By default, we shrink from Intemadonal 
coiiif»inion.„paniculai1y In the value«lded sectors of trade. 

Today, muiy agricultural processors are "maidng Investments largely 
offshore." They have no choice. The worid economy has globalized. To survive, 
they must compete glolMlly, and they are moving to areas where trade policies 
e global competition. 



This process will continue as long as minimum Initial expenditure, rather 
than net economic benefit, dictates U.S. Agrtculhiral Trade Policy. The real losers 
In this scenario are the farmers and worters whose jobs are Hod to exports. 



60-946 0-93-6 
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The miniinuni inhU eipandlture policy forces decWons In ttw setoctkMi of 
export products to be "elttw/or" when they should be both. And It pfb 
commodtty groups In cwnpetidon for U.S. program share, not for world maiket 
share. That, In Itself, weakens the power of the agrteultural system and prevents 
that power from expressing Itself In the competitive arena of worhl trade. 

We have enclosed a memorandum by President Bush to the heads of 
departments and agencies directing the establishment of procedures by which the 
likely benefits and costs to the American public are disclosed. Such procedures 
are designed to pennit the "hjli and lair" evaluation of these benefits and costs, 
both direct and indirect, as a part of the legislative process. 

Note the two word8„.GOst and benefit The mandate spectficaHy defines 
"benefit" as "benefit to the American publlc"....riot sknply benefit to the prtoriMes 
of one government agency. 

Specifically stated are: Impacts on consumers, firms, state and local 
governments, employment, inflation,...and..Jntemationai comptfittveness and 
grovrth. 
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Trade policy decisions made from a cost/bensflt base would open the door 
to valii»4dded agricultural trade. A cost/benefit view of trade would show that 
trade ol both raw and proeassad commodhies are justiflect, and it would stop the 
compatttlon between commodity groups pitted against one another in an "either/or" 



I would like to close by saying that the whole purpose of Federal deficit 
slaving and cost control is to revive a sluggish economy and get people back to 
worlt. But If the budget ax falls on export enhancements whicii are d>solutely 
essential to compete In the worid, foreign trade will continue to shrink. The 
agricultural economy will continue to shrink, agriculturew^ted employment will 
continue to shrink, and tfte most efficient food processing industry in tlw worid 
will be forced to continue to Invest "otfshore." 

Mr. Cheirman, I thank you and your subcommittee for Mtfng me appear 
before you. My views are personal but I think they reflect to a targe degree the 
riews of people in our ir 



Thank you. 



C folloWEO 
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THE aRITE HOUSE 
Offic* o( th« Pros* S«cr«tary 

For laaiodiacs Release April 29, 1992 

MZMORANDUH FOR THE HEADS OF SEPASTMENTS AMD ASEKCIES 
SUBJECT: BenBCits and Casta of La^lslativ* Pcopo«als 

I an today diracclng the establishment of procedures by vhlcb 
the liXely benefits and costs to the Amsrican public at 
legislative proposals are disclosed, to the public and to the 
Congress, before enactment. These procedures will pemit tbe 
full and fair evaluation of these benefi:i and costs, both 
direct and indirect, as part of the legislative process. 

The rational and efficient balancing of the benefits and coats 
of proposed Federal legislation can be hindered by a lack of 
Icey information. Enactnont of legislation without consideration 
of this information nay result in costly and inefficient 
requirenents that slow the rate of growth of jobs and incoBaa 
for the American people. Identifying the benefits and coats 
of proposed regulatory and other Federal legislation and their 
indirect effects is a crucial first step in assuring strong 
econonic performance. 

I therefore direct the Director of the Office of Management 
and Budget to ensure that quantified estimates of the Itlcely 
benafits and costs of legislative proposals are provided on a 
timely basis to the Congress. This shall be undartaXen as 
part of the legislative coordination and clearance process 
established by OHB, and shall be consistent witb the pollclaa 
stated in existing Executive orders. 



1. The «xp«ct«d benefits and costs for the O.S 
(including, for example, the inpact on consi 
and State and local govacnBents) ; 

2. U.S. enploynent, inflation, international conpetitiveness, 
and econonic growth (measured, for example, by gross 
domestic product) ; aTid 

3 . Outlays and revenues by the Federal government as coaparad 
to outlays and revenues for the same activity in the 
current fiscal year. 

Departments and agencies should prepare these estimates in a 
timely manner for significant elements of legislative proposals 
under active consideration by the Congress, or to be proposed 
by a department or agency, that have substantial impact upon 
the public, and should provide the Office of Hanage&ent and 
Budget vith such proposed estimates as may be requested by the 
Director. The Director of the Office of Management and Budget 
shall, in consultation with the Chairman of the Council of 
Economic Advisers, provide technical guidance to agendas on the 
methodology for preparing high quality and accurate estlmatea. 
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STATEMENT 

OF 

PEGGY VINING 

DIRECTOR OF MARKETING, CHICKEN DIVISION 

ROOCO, INC 



Good morning, Mr. Chairman and members of the subcommiitee. My name is Peggy 
Vining, and I'm director of marketing for Ihe chicken division of Rocco, Inc. Rocco is a 
broileTand turkey inregrator with operations in Virginia and North Carolina. I also currently 
serve as ctiairman of the Market Development Committee for the USA Poultiy and Egg 
Expon CouncD, and I serve on the Marketing Committee of the National Broiler Council. 

I am pleased to be here today speaking on behalf of the National Broiler Council and 
the National Turkey Federation because I believe our nation ~ by failing to properly market 
and promote value-added exports overseas -- is failing to take advantage of one of the great 
trade opportunities of our time. 

This committee discussed this subject about one year ago, so I think everyone here is 
familiar with the general arguments in favor of increasing value-added exports. What I 
would like to do today. Is look at how value-added exports impact one company ~ Rocco ■ 
- and one industry ~ the poultry industry. 

In the course of this discussion, we also will be able to examine the specific reasons 
why ourgovenunent is not doing enough 10 promote value-added exports and. hopefully, we 
will be able to eliminate some of the myths that are holding back our value-added efforis, 

Value-Added and the Pnullrv Industry 

The poultry industry is one of the most dynamic and fastest growing industries in the 
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agrjculiuraj KCtor. The induiliy cmployt more than 200,000 people nalionally, and it 
generatei more than S26 billion in annual retail salei. 

Exports play a critical role in our succen. In 1991, the poultry industry exported 
680,000 metric tons of poultry meat valued at I81T.9 million. That represents a 14 percent 
incieate in loial exports from 1990, while the value of last year's exports increased 21.S 
percent from 1990. 



It would be impossible to overestimate the impact of those exports lo the poultry 
industry. It wc lost our $34 million v«nih of export markets tomorrow, Rocco would have 
lo lay oft more than 325 workers and another 45 to 50 growers. This would represent a 10 
percent reduction in our total workforce. 

Put simply, value-added exports are responsible for almost 400 additional jobs at 

I also would like to look at what one export market - Mexico - has meant to the 
turkey industry. In 1989, the turkey industry shipped 3,838 metric tons of its product, 
primarily turkey parts, lo Mexico. By last year, turkey exports to Mexico had increased a 
phenomenal 656 percent, as the industry shipped 29,016 metric tons of product to Mexico. 
The value of those exports increased 674 percent across those two years, jumping from SS.9 
million in 1989 to S40.4 million last year. 
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e ihe importance of Ihose exports 10 Ibe tuikey industiy. Because 
Mexko wot importing primarily leg nieat, dark meal price* al one point actually were higher 
than white meat prices. The turkey Industry has enjoyed only marginal profitability during 
the last year or two. Exports were one of Ihe few bright spots in what otherwise was a very 
stagnant year. 

These markets also have increased domestic bulk commodity sales. It takes about two 
pounds of feed to produce one pounil of chicken meat and 2.5 pounds of feed to produce 
a pound of turkey meat. That means increased poultry meal exports to Mexico in 1991 
generated at least 170,000 metric tons of additional feed purchases last year. Overall, the 
poultry industry purchased more than two million metric tons of feed last year for birds 
being grown for export to all overseas markets. Thousands of corn and soybean farmers 
across the nation benefit tremendously from these purchases. 

N«w Trade Policies Needed 

Yet many in Ihe federal gov«rnment siill are slow to recognize and react to the obvious 
benefits of value-added products. As this committee well knows, we still lag far behind ihe 
European Community in exporting consumer-oriented, value-added products. 

Why? As 1 said at the outset, we are a victim of our success. Ii is human nature to 
do more and more of whai we do well and to shirk away &om those tasks in which we 
historically have been less successful. 
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In this case, human nature is cosiing the U^. pauhiy induttiy untold milliom in nlet. 
We are, perhaps, the lowest-cost poultry producers in the world. Because wc have an 
abundant supply of high-quality, low-priced feed, we have an excellent foundation from 
which to compete in the world marlcels. We also have technologically advanced processing 
methods for poultiy that not only ensure more cflicteni operations, but also the nutl 
wholesome product in the world. 

Lei me give you just one example of where USDA policy is causing ui <o miss out on 
a valuable marketing opportunity. 

In 1990, the then-Soviet Union was the bluest export market for US. chicken, 
purchasing 136,000 metric tons of leg quarters. The quarters were sold to the U,S3Jl 
through Prodintorg, their buying agency, on a cash basis. The Soviets desperately needed 
to feed their people and, at 30 cents per pound, the chicken quarters gave the Soviet 
government an excellent protein source al an inexpensive price. 

During the tumultuous year of 1991, Soviet chicken purchases dropped to 83,000 metric 
tons, and this year the former Soviet republics have purchased only 5,000 metric tons. 

Why has this happened? It has happened in part because the European Community 
has a stronger value-added export policy than the United Slates. The European Community 
ties a large percentage of its export credits to high-value products. By contrast, of the 
several billion in export credits the United Stales has made available recent^, the pouhry 
industry has received only S50 million. It should not be a surprise, then, thai (be Sniel 
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Union and iti succeuon have been buying more vatue-added producti from Europe and 
using the United States as their bulk-good shopping center. It is important to remembei ihii 
disparity in policies hurts more than Just the pouhiy industry. Reduced sales 1o the former 
Soviet Union meant American farmers sell less grain to U.S. chicken growers. 
Three things must happen if we are to reverse this unfortunate trend: 

• One, USDA must rid itself of the notion that gains In value-added exports come at 
the expense of bulk commodities. To the contrary, value-added exports compliment artd 
enhaitce bulk-commodity sales. Just moments ago, 1 pointed out how additional poultry 
exports to just one country resulted in the sale of an additional 170,000 metric tons of feed 
last year. Increasing the emphases on value-added exports puts bulk-commodiiy producers 
in a winAvin situation. 

• Two, USDA needs to do a better job of Identifying potential value-added markets 
and of emphasizing value-added products in its credit packages. The institutional bias in 
favor of bulk commodities has given the European Community a great opportunity to step 
in and promote their value-added products. The Europeans have identified potential 
markets well, and they have developed credit packages that make it almost impossible for 
a buyer to refuse value-added products. Their aggressiveness has left USDA extremely far 
behind in the 5ght for the value-added market. 

• Three, Congress must take definitive action. It is understandably difficult for a 
bureaucracy like to USDA to move away from its decades-old emphasis on bulk exports. 
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The Foreign Agriculture Serrice'i entire iiruciure it geared to Kit bullc commodiliet. 
Congreu has to iiep in and pau legislation thai requirei USDA to tel ai a goal capturing 
more value-added markets and that forces USDA to commit more export resources to 
promoting vatuc-added products. Without definitive action from CongrCM, it is unlikely 
USDA will have the power or the will to move forward. 

Other Factors Affectlni Valut-Addtd Enportt 

There are many other faciors, of course, affecting our ability to inaease value-added 
exports. 

Many nations arc erecting tariff and non-tariff trade barriers specifically aimed at high- 
value products. This overproteciion has a chilling eflect on our ability lo export. 

Abo, some countries ~ particularly the members of the EC - use a combination of 
export and processing subsidies to make their high-value products more competitive in worM 
markets. 

Korea is an excellent example of where both of these proUems have worked in concert 
to slow sales in a very promising market. The Korean government has erected bBrriert that 
effectively prohibit chicken sates (o that country. Nonetheless, the turkey industry CDjoyed 
considerabte success in Korea until recently, when what appears to be EC-subsidiBed luilcey 
parts from Prance entered the Korean market. In jusi three yeara, the U.S. went from being 
the only exporter of turkey to Korea to selling less than half as much turkey as France to 
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Ibe Kmeais. 

USDA and the Office of the Trade Representative should respond to this by firtt 
taking a tough position in negotiations toward tariff and non-tariff trade barriers. Second, 
USDA should make even greater use of its Export Enhancement Program (EEP). 

FFP remains one of the few tools we have available to use against subsidized exports. 
Ute broiler industry already has benefitted bom EEP, exponing more than 220^000 metric 
tons under Ihe program There has been no turkey EEP to date, but several excellent 
opportunities exist fbr a turkey EEP and in bcl the National Turkey Fcdcralion bat 
Kqueued EEP assistance to help bolster the industry's sales to Korea. 

EEP also remains one of the few levers we have in the GATT negotiations to force 
the EC and others to reform their export subsidy practices. 

To reiterate, the removal o( trade barriers, followed by aggressive value-added 
marketing and promotion from USDA is the only way to guarantee a greater market share 
for our value-added products. 



A little more than one year ago, James Darazsdi. who it Rocco's chief executive officer 
and my boss, testified before this subcommittee about the need to develop and implement 
a pontive plan for Increasing value-added exports. He and 1 would have hoped Ibat the 
g 13 months would bave been sufGcienl to gel such a prq}ect underw^. My 
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pmence berc today demoiutraics that we have wailed another year while our competilon 
continue to take poultry roarketi away from the United Statet. 

We appreciate the lubcommitlee's interei t, and we appreciate USDA's preience here 
today, but we sincerely hope there it no need for continued hearingi on thii iuue. 

tlw NalioiuU Broiler Council and the National Turkey Federation recommend, in the 
itrongeit pouible terms, that the Secretary of Agriculture dedicate a large, significant 
portion of both Export Enhancement Program funds and Etpon Credit Guarantee* of the 
GSM-102 program to value-added agricultural exports. USDA, while appearing to be in 
agreement with Iheie concepts, has not demonstrated with any mcasuiablc action a 
commitiiieM to increasing value-added exports. 

If the Mcreluy is unable to lake these actions by himself, then we reconunetid 
Congress mandate these actions. We note that the Agriculture Committee placed language 
in thfe recem Soviet aid bill requesting USDA to take such action. The ccxnmittee's action 
wassigni[icant,butCongressneedsto be even tougher. Any legislation that passe* from this 
committee must mandate, nol request, USDA action. 

We believe this commitment from our federal government is a critical Gnt step. 
Continued, ongoing success will require a strong, joint effort between agricuhure [xoducers, 
the processmg/markeling industries and our federal government. 

We appreciate the opportunity to share our view* and recommendations on this vital 
issue. We respectfully urge the subcommittee to give its fullest attention and resohe to 
addressing our concerns and recommenda lions. 

Thank you. 
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Kr. Chaiman and H*oib«rs of th* SubconMittaa, 

I am Tin Ro-se, a pork producer fron Lyons, Kansas and currantly 
••rving as President of the National Pork Producers Council 
(NPPC). I appear at this hearing today on behalf of the Meat 
Industry Trade Policy Council {MirpC], an organization comprioed 
of NFPC, the American Farm Bureau Federation, the American Meat 
Institute the HBticnal Cattlemen's Association and the U.S. Meat 
Bxpoct Federation. 

The purpose of the Heat Industry Trada Policy Council is to 
foster, develop and implement a united effort in pursuing 
effective trade policy for the red meat industry. 

Hr. Chairman, we commend you for holding this hearing and wish to 
register our strong support for H.H. 4277, a bill "to enhance the 
competitiveneas of United States processed and high-value 
agricultural products in export markets and expand domestic 
employment opportunities From our perspective, the very future 
of American agriculture depends on an aggressive and effective 
value-added export trade policy that provides the tools to allow 
U.S. value-added products, such as rread meat to compete In 
foreign markets. Without the implementation of an aggressive, 
value-added agricultural product export policy — and if the status 
quo ia allowed to continue — the future of U.S. agriculture will 
continue to belong to our competition 

Ab many of you may Iovmi, the value-added sector is the fastest 
growing agricultural market. Last year, this sector represented 
S157 billion in world trade. In fact, since 1983, global trade 
in high-value products has grown by 57 percent, while the trade 
in bulk or raw coimnodities has grown by only 4 percent In the 
latest available statistics, high-value products accounted for 
approximately flO percent of overall world agricultural trade. 
During the decade of 19B0 s, as ths world market for high-value 
agricultural products exploded ths U S share of this 
economically potent market remained constant, accounting for only 
e percent of total world trade. Unfortunately, that relatively 
small market share is where the U.S. remains today. However, at 
the other end of the spectrum, the European Community (EC) 
recognized the economic implications of the value-added market 
and now controls more than 50 percent of the world market share, 
representing more than $70 billion in value-added agricultural 
trade. To many U.S producers, agricultural exports mean wheat, 
corn and soybeans, but the U S. dominates these markets in part 
because the rest of the world is busy turning commodities into 
processed products before export. The U.S exports only 3 
percent of its processed food production, whereas the average for 
members of the Organization for Economic Cooperation and 
Development (OBCD), which includes the U.S., is 21.2 percent. 
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Clearly, thaaa ■'tatiBtlcB quita painfully r*v«ol that tha tocua 
of this haaxing and tha intant of tbia lagialation Ruat bacona a 
high priority if tha U.S. ia going to chall«ng« tb« BC and raqain 
a algniflcant parcantaga of the world norkat la valua-added 
product*, auch aa rad naat. 

Our 'back row" atatua in tha valua-addad product aactor ia by no 
•aans an accident. Onr conipetition ia fierce. From politica, to 
policy, and to proqranw our foreign agricultural can^atitora are 
delivering a knockout punch to U.S. agriculture in tha fight for 
world market ahare in valua-added producta. Politically, the EC 
haa allminated third party bank financing on aalaa linked to 
credit progrona. In addition, in markata auch aa tha fomar 
Soviet Union, tha BC pradateminaa which conBoditiea can ba 
purchaaed with cradit guarantaea. By atark contraat, tha USDA 
allows recipienta of O.S. tax dollar financed credit guarantaea 
to pick and chooaa. Naturally, under auch a program the EC takea 
the main courae of pork, baaf, vegetable oil and wheat flour 
irtiile tha U.S. gets tha loftovara and ia tha raaidual aupplier of 
bulk commoditiea and livaatock fa*d> Prom a policy perapectiva, 
our world agricultural conpetition long ago recognized the 
economic algnificance of adding value to agricultural commoditiea 
at home and aalling them abroad aa high-value producta. Tha BC 
fully underatanda and appreciatea the benefita of valua-added 
•xports ranging from greatly Increaaad economic activity, to 
significantly raiaing government ravenuee and creating joba. Ia 
it any wonder why, deapite huge government expendituree , the EC 
ia unwilling to aubstantially reform the Common Agricultural 
Policy? Clearly, the EC'a value-added export atrategy ia 
generating joba, taxes and economic stability — and quite 
possibly directly paying its own way. In programs, our 
competition ia equally tough. The BC paya large export 
reatitutiona on pork, beef, veal, and poultry. Koraovar, our 
competitors target their efforta. In 1992, Auatralia will apend 
$26 million in Japan alone to promote Auaaie beef. Denmark, with 
the benefit of export reatitutiona, will apend in exceaa of 545 
million in Japan to generate 135,463 metric tons of pork export 
■ales to that country. By comparison, Denmark exports are almost 
3 1/2 times larger than the volume of exporta of U.S. pork to 
Japan, ttnless legislation like H.R. 4279 bacomaa law, our 
competitora will continue to have free raign in the world'a 
value-added agricultural market— neither checked nor challenged 
by the United Statea. 

By compariaon, the U.S. demanda nothing from our foreign buyera 
who receive benefit of our credit programa. Wa do not have a 
legislatively eatobliahed value-added export policy, and we are 
operating a commodity-oriented export program that is not 
targeted toward the value-added product sector. 
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The following table highlights th« currant application of export 
asBietance to various U.S. agricultural aactor*. Hhila it ia not 
onr attempt to aingla out a specific coamodity, th« following 
numbers apeak for themaalvaa ■ 



EXPORT ASSISTANCE TO U.S. ACRICULTUIUU. COMMODITIES 

($ Hillion) 





FY 1992 

Enhancuwnt 

Program (1) 


FY 1991 
Credit 
Guarantees (2) 


MPP/ 

Export 

Incontiva 
Programs (1992) 


Wheat* 


S6S3,285 


$989,000 


S 4,350 


Feed Grains 


' 


11,476 


954,000 


4,780 


Cotton 




- 


228,000 


15,970 


Rod HMt 




- 


20,000 


12,950 


Wood Products 




- 


66,000 


14,680 


Fre ah /Process 
Fruits 




- 


1.. 


10,100 


Tree Huta 




- 


9,000 


12,060 


Poultry S Eggs 




- 


43,000 (3) 


7,010 



(1) Bonus Payments 

(2) Commitments (SSH-102 t 103] 

(3) All red meat allocations include poultry. Total allocation 
of $40 million divided evenly between red meat and poultry. 



Sourcei USDA 



Aa the story in the above table tells, a redirection and 
reallocation of priorities and funds by Congress and the 
Administration is needed if the U.S. is to seriously challenge 
our highly subsidized competition and enter the world market foi 
value-added products. 



db, Google 



By axportinq bulk commoditias and overlooking value-addad axports 
Ilka red neat, thia country is losing tremendoUH employmant, 
economic and tax revenue opportunities. Hogs and cattle can bs 
viewed as opportanitiaa for repackaging corn as meat. It taken 
about 11 pounds of grain to produce one pound of boxed pork and 
IB pounds of grain to produce one pound of boxed beef. Yet, the 
U.S. is a net importer of both pork and beef. As important, this 
country alao loit jobs in volume, revenuBs and market share by 
exporting grain versus meat. 

To highlight the "tail" on value-added export*, the University of 
Miasouri Economics Department calculated that the export of 
93,753 metric tons of U.S. pork in 1991 represented! 



ishela of aoybcans 

) of U.S. labor, 

■ 1,209,000 head of market hoga 

* an increase of $2.9G per head to the value of each hog 
at slaughter or, put another way, this relatively small 
volume of pork exports increased gross farm income by an 
estimated $259.5 million on the 67,7 million head of hogs 
slaughtered in 1991. 

While these statistics are impressive, pork exports in 1991 
represented only 1.7 percent of our annual production. Given 
that pork i* the largest meat sector in the world, representing 
more than 40 percent of the total meat protein consumed annually, 
the export potential for U.S. pork is tremendous. Unfortunately, 
current trade policies and initiatives do not allow us to tap 
this potentially vast foreign market opportunity. 

The numbers are different, but the story is just as impressive 
for beef. It is estimated that last year, exports of U.S. beef 
contributed S53.25 per head to the value of all cattle fed in 
this country. Moreover, in 1991 our nation's beef exports 
represented almost 5 percent of our domestic production. 
However, the U.S. continues to be the world's largest importer of 
beef. 

Despite these challenges, in 1991 the U.S. red meat industry, 
without assistance, exported a record $2,572 billion in pork, 
beef, veal, and lamb. More importantly, this economic activity 
was responsible for more than 135,000 full-time jobs that are 
directly linked to red meat exports. These achievements are all 
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the more significant wh«n ona realizes that thaae levels of 
export activity were attained without govarDment essistance and 
in the absence of any type of value-added product export policy. 
Given the opportunities foe red sieat trade in the world today and 
the technological and econonical advantages of the U.S. meat 
industry, ona can only wonder what level* of export activity 
could be attained with an aggressive govarmMnt-assisted program 
for value-added agricultural exports. 

Mr. Chairman, Members of the Subcommittee, the vision for 
tomorrow is clear. The future of American agriculture la in 
exporting value-added products such as red neat. The U.S. must 
revitalize its agricultural trade programa and policies, or be 
prepared to face the obvious outcome. Our country has granted 
the competition a significant advantage. He must now move 
aggressively and decisively to earn It back. Value-added 
agricultural exports mean greatly expanded economic activity, 
increased tax revenues for the Treasury, aa well as significantly 
increasing employment opportunitiea . For the producers, 
ranchers, packers and procassors, which I represent today, it 
means improved Income opportunitiea and guite possibly our very 
survival. The passage of H.R. 4279 is a good place to astablish 
a foothold in the world market for value-added products. 

Thank you for the opportunity to testify on this important issue. 
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Chairman Rose and members of the subcoiamittee, thank 
you for the opportunity to present our views on the 
Coleman/Penny bill, H.R. 4279. I am here today on behalf of 
the more than 26,000 members of the National Com Growers 
Association who farm in 45 states. 

This legislation would earmark 25 percent of the funds 
used under the Export Enhancement Program and 35 percent of 
the loan guarantees provided under the GSH 102 and 103 
programs for high value and value-added products. Our 
members support the concept of this bill. Corn growers know 
that the best way to get a fair price for their crop is to 
expand demand for corn faster than production. 

However, we would urge the subcommittee to amend the 
export credit guarantee provisions to set aside 2£ to 35 
percent of GSM funds for processed and high-value 
agricultural products. This modification would provide 
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greater flexibility for the General Sales Manager to meet 
cuBtcmers ' needs. For example, a foreign buyer who wants 
pork products or dressed poultry doesn't want corn or 
processed feed. A buyer who wants Ceed or corn oil doesn't 
lant corn or meat products. And a buyer who wants bulk corn 
doesn't want feed or oil or meat. These marker's are 
separate and distinct. There is no substitution nor 
replacement. 

with that minor change, the National Corn Growers 
Association can fully support this bill. This legislation 
is essential if the United States intends to capture an 
expanded share at the worlci market for high-value 
agricultural products. It is also essential to enhance the 
economic vitality of rural America. 

Corn growers have been very successful, with much 
appreciated assistance from Congress and this cOMmitte«, in 
identifying and developing new markets for corn-based 
products. He anticipate a bright future for ethanol in th« 
clean-burning fuels of the 21st c«ntury and are working 
diligently to see that ethanol is included in refomiulatcd 
gasoline on a year-round basis. He are on the cutting edge 
of new technologies, including everything from d«gradable 
plastics to industrial starches to inprove th« quality of 
recycled papers to new modified starches which serve as fat 

Even with these new and emerging sources of dMMnd, our 
core business is livestock products. Nearly four out of 
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every five bushels of corn used in the United States go into 
the production of beef, pork, poultry, and othc- meat 
products. Hhen these livestock products move into export, 
they create new markets for U.S. corn. 

Foreign markets for processed corn products raprascnC 
additional demand for U.S. com and contribute to higher 
prices for corn farmers. In the case of livestock exports, 
the relationship to com demand can be clearly identified: 

— each metric ton of dressed beef exported 
effectively exports 393 bushels (10 metric 
tons) of corn, or; 

— each ton of pork exported effectively exports 
170 bushels of corn; 

— and each ton of dressed poultry exported 
effectively exports 79 bushels of corn. 

I would add that the farmers who benefit the most from 
exports of processed products are those furthest from our 
ports whose low basis reflects the cost of transporting bulk 
grain. But when corn in Kansas or Nebraska is fed to 
livestock, interior prices improve. 

Livestock production generates additional economic 
activity in rural America, from feed ■llling and veterinary 
services to meat packing. Heat exports add to the demand 
for neat, further increasing this economic activity. 

The European Community has recognized these 
relationships and has invested heavily to become a major 
player in supplying global demand for beef, pork, and 
-3- 
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poultry. Thay hava capturad narlcat shara by applying 
naasive aubsidlaa to thaaa axporta, aoaatiaaa qraater than 
th« valua of tha products theBsalvas. 

for this reason, corn growara fully andoraa the ua* of 
tha Export EnhancaKcnt Program for aalaa of livastock 
products that must compata head-to~haad with haavlly 
subsldisad exports from tha EC. Ha simply ar« not doing 
everything we could to sail pork and poultry and baal to 
Russia and othar major maat importers. Meanwhile, w« ara 
seeing our competitors in Europe move thair surplus meat 
with subsidies — subsidies that ara not available to U.S. 
producers . 

Similarly, othar high-value agricultural commoditias 
produced in the United States cannot move in export markets 
because they have to compete with subsidized EC commodities. 
We have to meke the EEP and credit guarantees available to 
move these products competitively. In many aarketa around 
the world, this is the only way ve are going to increase 
exports of corn-based products. 

Mr. Chairman, you specifically asked what Impact this 
legislation would have on the budget arul on commodity 
programs. I don't pretend to understand budget scoring, but 
I would suggest that the increased economic activity 
generated by this legislation would offset any coats. 
Further, if the bill is amended to assure the flexibility to 
guarantee bulk corn sales where needed, the com sector 
should realize enhanced Market demand from this legislation. 
-4- 
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Before concluding ny statement, Mr. Chairman, I would 
like to emphasize the importance to the U.S. corn grower of 
maintaining duty-free access to the EC market for another 
major high value corn-based export — com gluten feed. In 
1990 we exported nearly 5 1/2 milli-n tons of com gluten 
feed with a value of over SeOQ million to the European 
'immunity. This is the equivalent of 974 aillion bushels of 
corn exported to a mar)cet which, because of its variable 
rate tariffs on imports of grain, cannot be accessed 
directly by corn. 

The importance of the EC market for U.S. corn gluten 
feed is even greater in view of its role in the pricing of 
ethanol and high fructose corn sweeteners. The value of 
corn gluten feed sold to the EC makes corn an sconoBically 
competitive feedstock for these uses. In turn, ethanol 
provides a domestic market for about 40O million bushels of 
corn, and sweeteners add another 600 million bushels of com 
demand. Protection of the zero-duty binding for corn gluten 
feed exports to the EC is a vital priority for the National 



He support H.R. 4279 as a Step toward regaining U.S. 
competitiveness for corn-based processed products in the 
fast-growing sector of world value-added trade. Thank yoi: 
Mr. chairaan. I will be glad to respond to any questions 
you or other members of the subcomalttee nay have. 
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Mr. Chairman, Members o( the Subcommmeo, the COAUTION FOR CANNED FOOD AID 
waslomied with the primary purpose of securing Ihe addition and inclusion ot processed canned 
goods In our nalbn's aid package to the Commonwealth of Independent Stales (CIS). In 
addition, out efforts have focused on ensuring that processed canned foods included in a 
number ot food aid and export assistance programs administered by the U.S. Department of 
Agricyllyre. 

Membership of the COALITION FOR CANNED FOOD AID consists primariiy of various trade 
associations, (ir>cluding the National Food Processors Association, (NFPA), the Can 
Manufacturers Institute (CUI), and the American iron and Steel institute (AISI), the Steelworkers 
Union and a number of individual companies. 

Wa are woiKing as a group to exact changes in U.S. food aid policy which can benefit those 
In need as well as the U.S. economy. We are committed to ensure that value added foods are 
included and promoted in programs administered by the U.S. Department of Agriculture, Our 
expeiience with this project has alerted us to tiie need tor reforms and better food assistance 
policies at the USDA. We have learned that the emphasis has been on shipping bulk 
commodities, to the exclusion ot processed canned foods, which we believe, is indeed a serious 
mistake. That trend continues today. 

For example, our country's contribution at food assistance' to the CIS has in fact involved 
primarily the shipment of huge quaritities of grain animal feed for llveslock. This type of 
assistance has a high cost in the form of waste and spoilage. Such problems have been 
documented frequently in recent press accounts. In addition, the length ot time required to 
conclude the entire effort of feeding and slaughtering the livestock, processing and marketing 
the product, etc., creates additional delays in the delivery of actual food benelita to populations 
in need. Conversely, processed canned foods provide ImmodLata tM9l. Safe and tamper- 
proof, cans are easy to transport and distribute and require no refrigeration or other addllior^al 
processing. Furthermore, processed canned foods responds directly to the problems of fuel 
shortages. Inadequate processing facilities and an uncertain dislnbution system. These points 
further promote our argument on canned foods. 



Our coalition is interested in stressing the important humanitarian economic beneftts ot our 
mission. Canned foods are uniquely capable of responding to the food shortage In the various 
republics while delivering benefits hara at home in the form of Joba and •conomic acttvny. 
These goals are consistent with the objectives of H.R. 4279. The failure to provide such products 
as canned foods squanders an opportunity to develop a domestic economic basis for providing 
foreign assistance. Investments in Icod processing spir!-off tremendous amounts of additional 
economic activity. A 19Be Study by John Connor of Purdue University tound the Income 
multiplier for food processing to be 3.81. This means that wtien the final demand lor processed 
foods increases by an amount sufficient to create an additional$1 million in payments to workers 
In food processing, then iricomes in the entire economy rise by e total of S5.B^ million. The 
average income rnultlplier for all industries was 2.15 and for all manufacluring sectors was 2.56. 
In addition, the employment multiplier tor food processing in that same study was 3.74. So, 
when food processing activity Increases by an amount sufficient to creali 
jobs In food processing, then an additionai 2,740 jobs will be generated in 
supported by these •tatlatlcs, Incraasing the Ibv»I of procM«*d canned food export* can 
ganarate large numbers ol jobs and economic growth. 
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JT\9 provisions Included In H.R. 4279 dlrscl a set aside progranfi to promote processed and 
value added products. Such a sel aside can senfe as an efleclive tool In U.S. food aid policy 
" by ensuring edwiuaie usage ol these products and developing a record on the volume and 
types of products used. Not only wtH the Induston of canned food products be of immediate 
benefit to recipients in food aid programs, but the food processing artd many related industries 
will benerrt as well . . , and this is clearly in our nation's best inieresl. 

While our programs are being used to supply the CIS with protein meal, com and wheat lor 
animal feed, our European end Japsrwse competitors are supplying branded food products and 
developing future market demand tor their value-added canned food products. 

The United Slates lags behind many countries, particularly the European Community, in 
exports ol processed canned foods. European food processors operate in an ir\herently export 
oriented environment; they export many times more product ttian comparably sized U.S. 
companies. By reorienting existing U.S. export programs, value added industries, such as food 
processing, can be encouraged to export more - resulting In substantlai economic growth. 

We have the potential to demonstrate, very deariy, how U.S. foreign aid policy can help 
others while helping ourselves es well. By including and promoting processed canned foods in 
our food aid and export programs, we can create jobs and malte a very valuable investmani in 
our global economic arxl pollticel future, 

Rnaily, Mr. Chainnan, we would like to offer our support for the provisions included In H.R. 
4279 and ask that the subcommittee consider our request as Members and staff prepare future 
IsgislaHon. We note that Trtle XV of the Food, Agriculture Conservatkjn and Trade Act of 1990 
declares the Intent of Congress that, where appropriate, value added food be made a part of 
food eld packages. We urge that the intent of Congress be Implemented. Value added foods, 
specHlcally processed food packaged In ceuis. Is an Idea wtx)se Hme has come. 

Mr. Chairman, Members of the Commltlee, we ask for your active support of this very 
worthwhile Initiative and thank the sponsor, Congressrnan Coleman and his ooileBgues for their 
leadership on this issue. 



db, Google 



North American Export Grain 




Than): you, Hr. Chalruin for tha opporCuntCy to taatify bofora 
SubcoMalttaa today. I u Stvr* KcCoy, Prasidwit of tlu North 
rlcan Export Grain Aasoclatlon (HAZGA) , Uia national, aacoclation 
□ .s. grain and ollaaada axporting coapanlaa and cooparatlvaa . 



, DapartBant of Jk^lcultura (DSDA) QSM loan and axpore 



u>anta favoring antaancad proaotlon of 

Lia product aalaa. I do not doubt Uiat 
■phaaiia that prioi-lCy. 

I do, hcwavar, quaatlon hov tha bill aarvaa othar, aqually 
important U.S. ohjectivaa, Including: (1) the proaotlon of U.S. 
bulK conaodlty expocts,- (1] the aaintenanca ot long-tan gmvth tOE 
U.S. agriculture in world laarlMU; (1) the eailBiiatlon ot scarce 
U.S. govarnBantal raaourcaa; and (4) the need for U.S. eicport 



10 L. Sosai, H.W., Euiu 90 
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■ bill, 1 

ona purposs do not ovsrrida 01 
iaportant, objactlvas [or Htilcta t 



KalUicr do I bellava that Uia advocataa of tbia lagialatlon 
Intand to undaccut aalaa at D.S. bul): coanidltlaB. Tat, this could 

product sales, undsr tha tonula eontainwi in Cha bill, uaca to 
undar psrfom by la*, or Ml, — or avan 100* — bulk axport aalaa 



conCaina aataquarda allovinq tha Sflcratacy at Kqricultura to uaiva 
tha raqulrasanta of tha bill, to tha aW "^ " -" " --' 



a bill. 

Action of tHat typa, by t 



to tha ccapatitive 



U.S. aqricuICural export proaotlon aust not ba ralaqatad to 
laro-Bua gaBs. Efforts to expand, or prioritize, value-addad ai 
high value product axporta ahould not ba by axcluaioh or diKinuti< 
of U.S. bulk coaaodity aalaa. 

foraljn BUTara PreferaBBa 

Allow ne CO close wich a feu words about foreign buyara. 
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csH and EEF ar* coaaarclal progrant; thay aca not Ciad aid. 
diractad policy ancoBpaiiad by R.R. 427<). 

Houavar, pronotion prograiu that ill-match buyac prsCarancai aca 
unlUcaly to ha auccaaatul. Thay say avan ancoucaga additional 



valua peoduetB export ■ hava a laaaair — ar built connoditias a 
ainply U.S. dBBlgn -- will play an aquiilly important role. 



<ill raguira laadarship on tha 



Bulk and high valua and valua-addad produc 
roquira an opportunity to diicuaa atrategy 
complamanto — rathm than iaolataa — theii 
collactiva IntacastB in axport pcomotion. Wa at 
opportunity to engaga in auch a dialac|U*- "< 


ars and axportara 

r respactiva and 
KAEGA walcoma tha 
1 uould ancouraga 
engaged. 


in tha aeantiae, the coamittaa is to ba c 
continued interest in proaoting U.S. agriculture 




The (uture o( U.S. agcioultuEB ramains in »o 
and high value product's alike. 
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